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1 Richa rd L. Sa llquis t, Esq. (002677)
S ALLQUIS T, DRUMMOND & O'CONNOR, P .C.
4500 S. Lakeshore  Drive , Suite  339
Tempe, Arizona  85282
Telephone: (480) 839-5202
Fa x: (480) 345-0412
Attorne ys  for Va lle y Utilitie s  Wa te r Compa ny, Inc.

unders igned counse l, re spectfully s ta te s  the  following in support of this  Applica tion:

Arizona . Its  principa l pla ce  of bus ine s s  is  6808 N. Dysa rt Roa d, S uite  112, Gle nda le , Arizona

to its  exis ting aNd future  customers , a ll as  expla ined be low.

IN THE MATTER OF THE AP P LICATION OF
VALLEY UTILITIES  WATER COMP ANY,
INC. FOR AP P ROVAL OF A $250,000 LINE OF
CREDIT AND AUTHORITY TO IS S UE LONG
TERM P ROMIS S ORY NOTES  OR BONDS
AND OTHER EVIDENCE OF INDEBTEDNES S
AS  P ERMANENT REFINANCING OF THAT
LINE OF CREDIT.

re pla ce me nt we ll for its  We ll Numbe r 6. We ll Numbe r 6 tota lly fa ile d on Augus t 24, 2007. A

93055.00000.325

replacement we ll (the  "New Well") is  e ssentia l to pe rmit the  Company to continue  wa te r se rvice

wa te r utility se rvice  in its  ce rtifica ted a rea  in portions  of Maricopa  County, Arizona .

a pprova l to  e n te r in to  ce rta in  loa n  a gre e me nts  ne ce s s a ry to  fund the  cons truction  of a

85307.
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i impUl Pl an

Va lle y Utilitie s  Wa te r Compa ny, Inc. ("Va lle y" or the  "Compa ny"), by a nd through

2. Va lle y is  a  public se rvice  corpora tion prima rily e nga ge d in the  bus ine ss  of providing

3. Va lle y he re in  th is  Applica tion  (the  "Fina ncing Applica tion") s e e ks  Commis s ion

1. Va lle y is  a  corpora tion duly orga nize d a nd e xis ting unde r the  la ws  of the  S ta te  of

9
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1 4. Va lle y s e e ks  he re in Commis s ion a pprova l to e nte r into a  Re volving Line  of Cre dit

2 (the  "L/C") with a  commercia l bank for up to $250,000, with an inte re s t ra te  not to exceed nine

3 pe rce nt (9%) a nnua lly, for the  propos e  of inte rim cons truction fina ncing a s s ocia te d with the

4 drilling of the  Ne w We ll. The  form of P romis sory Note  a nd supporting docume nts  re quire d by

5 the  bank for this  L/C a re  anticipa ted to be received within fifte e n (15) da ys  a nd will be  la te -file d

6 as Attachment One. The  e xa ct inte re s t ra te  will be  de te rmine d a t the  time  the  Compa ny

7 executes  those  documents . The  ba nk is  e xpe cte d to  condition a pprova l of the  L/C on the

8 Company having a rranged for permanent financing to sa tisfy the  L/C.

9 5 .  Th e re fo re ,  Va lle y a ls o  s e e ks  Co mmis s io n  a p p ro va l,  a t th is  time  a n d  in  th is

10 Applica tion, for authority to issue  long te rm promissory notes  or bonds  and othe r evidence  from

the  Wa te r Infra s tructure  Finance  Authority of Arizona  ("WIFA") for the  purpose  of repaying the

12 above  re fe rence  short te rm construction L/C to the  bank. Attached he re to as Atta c hme n t Two ,

13 and incorpora ted he re in by this  re fe rence  for a ll purposes , a re  the  form of Promissory Note  and

14 s upporting docume nts  pre vious ly re quire d by WIFA in  the  Compa ny's  e xis ting loa n with

15 WIFA. The  Compa ny e xpe cts  the  docume nta tion for the  ne w loa n will be  subs ta ntia lly s imila r

16 to those  documents . The  inte res t ra te  is  expected to be  e ighty pe rcent (80%) of the  Prime  Ra te

17 a t the  time  of executing the  documents , pre sently a ssumed to be  6.6%, (8.25] x 80% = 6.6%).

18 The exact interest ra te  will be  determined a t the  time the  Company executes those  documents.

1 9 6 .  S im u lta n e o u s ly with  th is  F in a n c in g  Ap p lic a tio n ,  Va lle y h a s  file d  with  th e

20 Commis s ion  in  a  s e pa ra te  Docke t a n  Eme rge ncy Ra te  Inc re a s e  a nd  We ll S u rcha rge

2 1 Imple me nta tion Applica tion (the  "Eme rge ncy Applica tion") re que s ting tha t the  Commis s ion

22 approve  a  Well Surcha rge  in an amount sufficient to pay the  inte re s t payments  a ssocia ted with

23 the  loa ns . A copy of the  S urcha rge  Computa tion a s  include d in the  Eme rge ncy Applica tion is

93055.00000.325



1 attached here to as Atta c h me n t Th re e which is  incorpora te d he re in by this  re fe re nce  for a ll

2 purposes . The  Company proposes  tha t the  New Well, and its  a ssocia ted cos ts , be  incorpora ted

3 in to  a  P le na ry Ra te  Applica tion with  a  Te s t Ye a r of ca le nda r 2008 (the  "P le na ry Ca s e "),

4 anticipa ted to be  a  requirement in the  Emergency Applica tion Decis ion, and tha t the  reques ted

5 Well Surcharge  will be  discontinued a t the  time  the  new ra te s  tha t support the  New Well and its

6 fina ncing a re  e s ta blishe d in the  P le na ry Ca se .

7 7. A bid from a  we ll drilling compa ny indica ting the  e s tima te d cos t of the  Ne w We ll to

8 be  approxima te ly $200,000 is  expected within fifteen (15) days , and will be  filed a s  la te -tiled a s

9 Atta c hme nt Four. Mos t of the  e quipme nt a t We ll Numbe r 6 ca n be  utilize d a t the  Ne w We ll.

10 The  Company is  requesting authority to borrow up to $250,000 in the  unlike ly event the re  a re  as

11 ye t unde te rmine d cos ts  a s s ocia te d with drilling a nd e quipping the  Ne w We ll. A s che ma tic

12 drawing of the  New Well is  a lso a ttached to Atta c hme nt Four.

13 8. The  Compa ny ha s , or will within te n (10) bus ine ss  da ys , submit a pplica tions  to both

14 the  Arizona  De pa rtme nt of Wa te r Re s ource s  ("ADWR"), a nd the  Arizona  De pa rtme nt of

15 Environme nta l Qua lity ("ADEQ") for the  pe rmits  ne ce s s a ry to cons truct the  Ne w We ll. It is

16 a nticipa te d tha t the  re quire d pe rmits  ca n be  obta ine d be fore  De ce mbe r 1, 2007. De ce mbe r 1,

17 2007 is  the  critica l s ta rt of cons truction da te  tha t will pe rmit the  New Well to be  comple ted and

18 in s e rvice  be fore  April 1 , 2008. In the  e ve nt the  Compa ny doe s  not ha ve  the  Ne w We ll in

19 se rvice  by approxima te ly tha t da te , it is  a ce1"taintv tha t the  Company will not be  able  to provide

20 water to its  exis ting 1,400 customers  and those  anticipa ted to be  added before  the  summer 2008

21 peak season demand.

22 Neithe r the  Company, nor its  Sha reholde rs , have  sufficient ds  to pa y for the

23 re quire d cons truc tion. The  re que s te d L/C a nd long te rm-fina ncings  a re  re quire d for the

93055.00000.325
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1 cons truction of the se  ca pita l fa cilitie s . He nce , the  compa nion Eme rge ncy Applica tion, followe d by

2 the  P lena ry Case , which a re  necessa ry for the  Company to obta in and repay the  required financing.

3 10. Atta che d he re to a s At ta c h m e n t  F ive which is  incorpora te d he re in by this  re fe re nce

4 fo r a ll pu rpos e s ,  is  the re file d  te s tim o n y o f R o b e rt L.  P rin c e ,  P re s id e n t o f th e  C o m p a n y,

5 e xpla ining how the  Com pa ny a rrive d a t th is  e m e rge ncy s itua tion, the  Com pa ny's  only s olution

6 to this  critica l s upply is s ue , a nd the  Compa ny's  imme dia te  ne e d for the  fina ncing.

7 11. Atta che d he re to a s At ta c h m e n t  S ix a nd  inc orpora te d  he re in  by re fe re nc e  fo r a ll

8 purpose s , a re  Va lley's  compiled financia l s ta tements  a s  of December 31 , 2006.

9 12. Atta che d he re to a s Atta c h m e n t  Eig h t , a nd incorpora te d he re in by this  re fe re nce  for a ll

10 purpose s , is  a  proforma  capita l s tructure  be fore  and a fte r the  reques ted financing.

13. Atta che d a s At t a c h m e n t  Nin e a n d  in c o rp o ra te d  h e re in  fo r a ll p u rp o s e s  is  th e

12 Re s olution of the  Va lle y's  Boa rd of Dire ctors  a uthorizing this  Applica tion a nd die  is s ua nce  of the

13 requested loans .

14 14.  Va lle y will provide  notice  of the  filing  of th is  Applica tion  in  conform ity with  A.R.S .

15 Attachment Ten a nd incorpora te d he re in by this  re fe re nce ,

16 which e xhibit conta ins  the  form of the Notice  of P ublica tion to be  file d with the  Commis s ion, or in

17 such othe r font a s  orde re d by the  Commiss ion.

18 15. The  Com pa ny ha s  toda y ile a  in both docke ts  a  Motion to Cons olida te  this  F ina ncing

19 Applica tion with the  Emergency Ra te  Increase  and Well Surcha rge  Implementa tion Applica tion

2 0 file d of e ve n da te  he re with.

2 1 16. In Va lle y's  opinion the  purpos e  to which proce e ds  of the  is s ua nce  of the  prom is s ory

2 2 note s  or bonds  a nd othe r e vide nce  of inde bte dne s s  will be  a pplie d a s  s e t forth a bove  a re  la wful,

23 a nd within its  P owe rs  a nd a re  compa tible  with the  public  inte re s t, with s ound fina ncia l pra ctice s ,
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1 a nd with the  prope r pe rforma nce  of the  Compa ny of s e rvice  a s  a  public  s e rvice  corpora tion a nd

2 will not im pa ir its  a bility to pe rfonn tha t s e rvice . The  Com pa ny is  fulthe r of the  opinion tha t the

3 is sua nce  of the  is sua nce  of the  promissory note s  or bonds  a nd othe r e vide nce  of inde bte dne ss  a s

4 he re in contempla ted is  rea sonably necessa ry or appropria te  for the  a forementioned purposes .

5 WHEREFORE, Va lle y re que s ts  tha t the  Com m is s ion m a ke  s uch inquiry or inve s tiga tion

6 tha t the  Commiss ion ma y de e m ne ce s sa ry a nd a ppropria te , ma ke  the  findings  re quire d by A.R.S .

7

8 evidence  of indebtedness  a s  he re in s ta ted, and the rea fte r issue  an immedia te ly e ffective  orde r(s ) (i)

9 s e tting the  ma tte r for a n e xpe dite d e vide ntia ry he a ring only if de e me d ne ce s s a ry, (ii) a uthorizing

10 the  Compa ny to is sue  promissory note s  or bonds  a nd othe r e vide nce  of inde bte dne ss , in the  sa me

ma nne r a nd for the  purpose s  he re in conte mpla te d, (iii) s ta ting tha t the  is sua nce  of the  promissory

12 note s  or bonds  a nd othe r e vide nce  of inde bte dne ss , is  re a sona bly ne ce ssa ry or a ppropria te  for the

13 purpose s  se t forth a bove , a nd (iv) s ta ting tha t such purpose s  a re  within those  pe rmitte d by A.R.S .

14

15 Re spe ctfully submitte d this da y of Octobe r, 2007.1*1
16 S ALLQ U DRUMMOND & O'CONNOR, P.C.

17 *"\
18

19

By 4  . .
Rich dL. Sallquist
4500 S. Lakeshore Drive, Suite 339
Tempe, Arizona 85282
Attorneys for Valley Utilities Water Company,

Inc.20

2 1

22

23
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1
day

2

Origina l a nd te n copie d the

fore going file d this  I
of October, 2007, with

3

4

Docke t Control
Arizona  Corpora tion Commis s ion
1200 We s t Wa shington
P hoe nix, Arizona  85007

5 sf"

6
Copie s  of the  fore going Ha nd De live re d this
da y of Octobe r, 2007 to:

7

8

He a ring  Div is ion
Arizona  Corpora tion Com m is s ion
1200 We s t Wa s hington
P hoe nix, Arizona  85007

9

10

11

Le ga l Div is ion
Arizona  Corpora tion Com m is s ion
1200 We s t Wa s hington
P hoe nix, Arizona  85007

12

13

Utilitie s  Div is ion
Arizona  Corpora tion Com m is s ion
1200 We s t Wa s hington
P hoe nix, Airizona  85007

14
(

15
2
E\ '»...

16

17

18

a

19

20

2 1

22

23
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1 LIST OF EXHIBITS

2

3 ATTACHMENT

4 ONE

5 TWO

6 THREE

7 FOUR

8 FIVE

9 SIX

10 SEVEN

11~ EIGHT

12 NINE

13

14

15

16

17

18

19

20

21

22

23

DESCRIPTION

LINE OF CREDIT DOCUMENTS (Late filed)

WIFA DOCUMENTS

SURCHARGE COMPUTATION

CONSTRUCTION BID (Late med)

ROBERT L. PRINCE PREFILED TESTIMONY

FINANCIAL STATEMENTS

PRO FORMA CAPITAL STRUCTURE

BOARD OF DIRECTORS RESOLUTION

NOTICE OF PUBLICATION
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Ernest Johnson, Director
Arizona  Corpora tion Commiss ion
Utilitie s  Divis ion
1200 West Washington Street
Phoenix, Arizona  85007

Re : Va lle y Utilitie s  Wa te r Compa ny, Inc., Docke t Nos . W-01412A-04-0736 & W-
01412A-04-0849, Decis ion No. 68309, Loan Clos ing DocumeNts  Compliance  Filing

Dear Mr. Johnson:

RICHARD L. SALLQUIST

The  S ubje ct De cis ion re quire s  the  Compa ny to file  the  Loa n Clos ing docume nts
within 30 da ys  of the  loa n clos ing. The  Loa n clos e d on Octobe r 19, 2006. Enclos e d
herewith are  3 copies  of the  required documents .

In the  event you have  any ques tions  rega rding this  ma tte r, plea se  do not hes ita te
to ca ll.

SALLQUIST, DRUMMOND & O'CONNOR,
ATTORNEYS AT LAW

TEMPE OFFICE

4500 S. LAKESHORE DRIVE

SUITE 339

TEMPE, ARIZONA 85282

November 6, 2006

Richa rd L. S a llquis t

S ince re ly,

5 ,'

93
I ;r

` 1
8 :

PHONE (480) 839-5202
FACSIMILE (480) 345-0412

E-MAIL dick@sd-Iaw.com

P .C .

Enclosure s

Docke t Control (with 15 copie s  of the  tra nsmitta l le tte r only)
Bria n Bozzo (with 1 copy of the  Clos ing Docume nts )
Bob P rince
Tom Bourassa

93055.00000.208 ATTACHMENT TWO

Cc:



LOAN AGREEMENT STANDARD TERMS AND CONDITIONS

Water Infraslxucture Finance Authority of Arizona

This  docume nt s e ts  forth  the  S ta nda rd Te rms  a nd Conditions  a pplica ble  to  Loa ns  ma de  by the
Wa te r Infra s tructure  Fina nce  Authority of Arizona  the  ("Le nde r") to a  Borrowe r. The s e  S ta nda rd
Te rms  a nd  Conditions  a re  a  pa rt o f the  Loa n  Agre e me nt to  which  a Ns  docume nt is  a tta che d .
Ca pita lize d te rms  not odie rwis e  de fine d he re in s ha ll ha ve  the  me a nings  give n the m M die  Loa n
Agre e me nt. ...-

Section 1. Repayment: Prepayment.

(a) Loan Repayment Schedule. Borrower shall pay to Lender the amounts shown in the Loan repayment schedule in
Pxhibit A hereto on or before the dates shown inExhibit A as the same may be adjusted as provided below toreflect
the revisedprincipal repayment schedule of the Loan. At the expiration of the Commitment, if the total amount of the
Advances is less dan the maximum Loan Amount, the amount of each principal installment due as set forth in the Loan
repayrrlent schedule contained inExhibit A shall be adjusted based on (A) the principal balance diem outstanding, (B) the
amortization schedule as provided inExhibit A and (C) the Combined Interest and Fee Rate. Upon such adjustment,
Lender shall compute the adjusted interest payment amounts for each Interest Payment Date to reflect the adjusted
principal amounts and shall enter the results in the Loan repayment schedule and furnish the revised schedule ro
Borrower.

(b) 4
Prepayment shall not alter the repayment schedule except to due extent that the anal principal repayment date and the
Seal interest repayment dare shall be affected thereby.

Preoavment. Borrower may re a the Loan, in whole, or in art at any time without premium or encl .* 1 I P P y P P P

(€) Application of Pavrnents. Absent a default under the Note or this Agreement, any payments received by Lender
shall be applied Erst to sums, other than principal and interest, due Lender, next to the payment of all interest accrued ro
the date of such payment, and die balance, if any, ro the payment of principal. Any payments received by Lender after
any Event of Default shall be applied to the amounts specified in this paragraph in such order as Lender may, in its sole
discretion, elect.

(d) Late Payments. If any payment of interest and/or principal is not received by Lender when such payment is due,
then, as additional remedies, (21) a late charge of six percent (6%) of the amount due and unpaid will be added to the
delinquent amount for any payment past due in excess of fifteen (15) days and (bl all past due payments of principal
and/or interest shall bear interest from their due date until paid at the annual rate equal to the sum of (i) six percent
(6%) and (ii) the Interest Rate specified inExhibit A,payable on demand.

(e) Calculations of Interest. Interest shall be calculated on the actual number of days each Advance is outstanding on
the basis of a year consisting of 360 days. In calculating interest, the date each Advance is made shall be included and
the date each such Advance is repaid shall be excluded.

(E)Payment on Maturity Date. On the final Principal Repayment Date, Borrower shall make one (1) final payment of
pxiucipal, accrued and ilnpaid interest, and all other amounts due and payable hereunder and under all of the Loan
Documents.

Section 2. Conditions Precedent,

(a) Conditions Precedent to Initial Advance. This Agreement and Lender's obligation to make the initial Advance shall
become effective only upon satisfaction, at Borrower's sole cost and expense, of the following conditions precedent, as
deteunined by Lender in its absolute and sole discretion on or before the date of such Advance:

(i) Loan Documents. That Lender receive duly executed originals of dis Agreement, the Note, the Security
Agreement and all other instruments and documents contemplated hereby.
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(ii) Company Existence and Authorization. That Lender receive copies of (A) all company resolutions, documents
and proceedings of Borrower authorizing the execution, delivery, and performance of die Loan Documents to which it
is a party, certified ro be time and correct by the Secretary of Borrower, (Bl Borrower's Articles of Incorporation or odder
organizational documents, wide all amendments certified by the Arizona Corporation Commission, (C) certificate as to
Bolrower's good standing from the Arizona Coiporadon Commission and (D) Borrower's Bylaws or similar documents
with all amendments certified by due Secretary of Borrower.

(iii) Approvals. That Lender receive evidence satisfactory to it that all consents and approvals which are necessary
for, or required a§.__a condition of, the validity and enforceability of the Loan Documents have been obtained and are in
Pull force and effect.

Qv) Opinion of Counsel. That Lender receive an opinion of counsel for Borrower (who shall be acceptable ro
Lender) in form and content acceptable to Lender in substantially the form attached hereto as Exhibit G.

(v) Perfection and Priority of Liens. That Lender receive evidence satisfactory to it that Lender has, as of the date
of the initial Advance, a duly perfected security interest on all security provided for herein.

(vi) Permits. That Lender receive evidence satisfactory to it dirt Borrower possesses all necessary operating
permits, authorizations, approvals, and the like which are material to the conduct of Borrower's business or which may
otherwise be required by law.

(vii) Fees. Expenses. That Borrower pay due costs and expenses to obtain, perfect and determine the priority of
any security hereof Further, if all costs and expenses of this transaction are not known at the time of the initial advance,
Borrower agrees to pay such costs andexpenses upon demand.

(viii) Insurance. That Lender receive evidence of insurance in such amount and covering such risks as are usually
carried by companies engaged in the same or similar business.

(ix) Debt Service Reserve and Replacement Reserve. That Lender receive evidence that Borrower has established
the Debt Service Reserve Fund and Replacement Resetive Fund as required inExhibit D hereto.

(x) Subordination Agreement. That Lender receive a Subordination Agreement, in form and substance satisfactory
to Lender, fully executed by the Borrower and the Subordinated Creditors.

(b) Advances Generally. Lender's obligation to make each Advance hereunder, including the initial Advance, is subject
to the satisfaction of each of the following conditions precedent au or before the date of such Advance:

(i) Event of Default. Thai no Event of Default (as that term is defined in Section 6 hereof) exists, and that there
has occurred no event which with the passage of time or the giving of notice, of body, could become an Event of
Default (a "Default").

(ii) Continuing Representations and Warranties. Thai the representation and warranties of Borrower contained in
this Agreement be tale and correct on and as of the dare of the initial Advance and each subsequent Advance as though
made on and as of suchadate.

(iii) Other Items. That Lender receive such other items or documents as Lender may reasonably require.

Section 3. Representations And Warranties.

(a) Organization: Power: Etc. Borrower Q) is duly organized, validly existing, and in good standing under the laws of its
state of incorporation; 65 is duly qualified to do business and is in good standing in each jurisdiction in which the
transaction of its business makes such qualification necessary; (iii) has all reqmlsite corporate and legal power to own and
operate its assets and to carry on its business and to enter into andperform the Loan Documents to which it is a party,
Go) has duly and lawfully obtained and maintained all licenses, certificates, permits, authorizations, approvals, and the
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like which are material to the conduct of its business ox which may be otherwise required by law; (v) is eligible to borrow
from Lender.

(b) Due Authorization; No Violations: Etc. The execution and delivery by Borrower of, and the performance by
Borrower of its obligations under, the Loan Documents have been duly audwrized by all requisite corporate action on
the part of Borrower and do not and will not (i) violate any provision of any law, rule or regudadons, any judgment, order
or ruling of any court or governmental agency, the articles of incorporation or bylaws of Borrower, or any agreement,
indenture, mortgage, or other instrument to which Borrower is a party or by which Borrower or any of its properties is
bound or (Na be in conflict with, result in a breach of, or constitute with the giving of notice or lapse of time, or both, a
default under any such agreement, indenture, mortgage, or other instrument. No action on the part of any member or
shareholder ofBorrower is necessary in connection with the execution and delivery by Borrower of and die performance
by Borrower of its obligations under the Loan Documents except for actions which have occurred.

(c) Consents. No consent, permission, authorization, order, or license of any governmental authority is necessary in
connection with the execution, delivery, performance, or enforcement of die Loan Documents to which Borrower is a
party, except such as have been obtained and are in fol] force and effect.

(d) Binding Agreement. Each of the Loan Documents to which Borrower is a party is, or when executed and delivered
will be, the legal, valid, and binding obligation of Borrower, enforceable in accordance wide ifs terms, subject only ro
limitations on enforceability imposed by applicable bankruptcy, insolvency, reorganization, moratorium, or similar laws
affecting creditors' rights generally.

(e) Compliance with Laws. Borrower is in compliance with all federal, state, and local laws, rules, regulations,
ordinances, codes, and orders (collectively, "Laws"), the failure to comply with which could have a material adverse
effect on the condition, financial or otherwise, operations, properties, or business of Borrower, or on the ability of
Borrower to perform its obligationsunder the Loan Documents, except as Borrower has disclosed onExhibit H.

(f) Environmental Compliance. Without limiting the provisions of Subsection (e) above, all property owned or leased
by Borrower and all operations conducted by it are in compliance in all material respects with all Laws relating to
environmental protection, the failure to comply with which could have a material adverse effect on the condition,
financial or otherwise, operations, properties, or business of Borrower, or on the ability of Borrower to perform its
obligations, under the Loan Documents, except as Borrower has disclosed onExhibit H.

(g) Litigation, There are no pending legal, arbitration, or governmental actions or proceedings to which Borrower is a
party or to which any of its property is subject which, if adversely determined, could have a material adverse effect on
the condition, financial or otherwise, operations, properties, or business of Borrower, or on the ability of Borrower to
perform its obligations under the Loan Documents, and to the best of Borrower's knowledge, 110 such actions or
proceedings are dtreatened or contemplated, except as Borrower has disclosed O11Exhibit H.

(11) Title to Property. Borrower holds good and marketable title to all of its real property and owns all of its personal
property free and clear of any lien or encumbrance, except the liens and encumbrances specif1cal.ly ideutitled onExhibit
H.

(i) Financial Statements; No Material Adverse Change: Etc. All Financial statements submitted to Lender in connection
with the application for the Loan or in connection with this Agreement fairly and fully present the financial condition of
Borrower and the results of Borrower's operations for the periods covered thereby, and are prepared in accordance with
generally accepted accounting principles for regulated utilities ("GAAP") consistently applied. Since the dates thereof,
there has been no material adverse change in the Financial condition or operations of Borrower. All budgets,
projections, feasibility studies, and other documentation submitted by Borrower to Lender are based upon assumptions
that are reasonable and realistic, and as of the date hereof, 110 fact has come to light, and no event or transactioN has
occurred, which would cause any assumption made dierein not to be reasonable or realistic.

(j) Principal Place of Business: Records. The principal place of business and chief executive office of Borrower and the
place where the records required by Subsection (g) of Section 4 hereof are kept is at the business office street address of
Borrower shown in Section 1 of the Agreement.

(k) Subsidiaries. Borrower has no subddinry, except ms Borrower has disclosed onExhibit H.



(1) Water Rights and System Condition. Borrower has water rights with such amounts, priorities and qualities as are
necessary to adequately service Borrower's customers and members. Borrower controls, owns, or has access to all such
water rights free and clear of the interest of any third party and has not suffered or permitted any transfer or
encumbrance of such water rights, and has not abandoned such water rights, or any of them, not has done any act or
thing which would impair or cause die loss of any such water rights. Borrower's utility facilities reasonably meet present
demand in all material respects, are constructed in a good and worlcmanlike manner, are in good working order and
condition, and comply in all respects with applicable laws.

Sect ion 4. Aft?rmative Covenants. Unless ofhexwise agreed to in writing by Lender, while d-ds Agreement is
in effect, whether or not any Advance is outstanding, Borrower agrees to:

(a) Corporate Existence. Preserve and keep in full force and effect its corporate existence and good standing in the
jurisdiction of its incorporation and its good standing and qualification to transact business in all places required by law.

(b) Compliance with Laws and Agreements. Comply with (i) all Laws, the failure to comply with which could have a
material adverse effect on the condition, financial or otherwise, operations, properties, or business of Borrower, or on
the ability of Borrower to perform its obligations under the Loan DocumentS; and (ii) all agreements, indentures,
mortgages, and other instruments to which it is a party or by which it or any of its property is bound.

(c) Compliance with Environmental Laws. Without limiting the provisions of Subsection (b) above, comply in all
material respects with, and cause all persons occupying or present on any properties owned or leased by Borrower to so
comply with all Laws relating to environmental protection, the failure to comply with which could have a material
adverse effect on the condition, financial or otherwise, operations, properties, or business of Borrower, or on the ability'
of Borrower to perform its obligations under the Loan Documents.

(cl) Licenses: Permits. Etc. Duly and lawfully obtain and maintain in full force and effect all licenses, certificates,
permits, authorizations, approvals, and the like which are material to the conduct of Boi1'ower's business or which may
be otherwise re aired b 1 law.q 1

(e) Insurance. Maintain insurance with insurance companies or associations acceptable to Lender in such amounts and
covering such risks as are usually carried by companies engaged in the same or similar business and similarly situated,
and make such increases in the type or amount of coverage as Lender may request. All such policies insuring any
collateral provided for herein, shall provide for loss payable clauses or endorsements in form and content acceptable to
Lender. Ar the request of Lender, all policies (or such other proof of compliance with das Section as may be
satisfactory) shall he delivered to Lender.

(f) Property Maintenance. Maintain and preserve at all times its property, and each and every part and parcel thereof,
in good repair, working order and condition and in compliance with all applicable laws, regulations and orders.

Books and Records. Keep adequate records and books of account in accordance with GAAP consistently applied.

(h) Inspection. Permit Lender or its agents, during normal business hours or at such other times as the parties may
agree, to examine Borrower's properties, books, and records, and to discuss Borrower's affairs, tiuances, operations, and
accounts with its respective officers, directors, employees, and independent certified public accountants.

(i) Debt Service Coverage. Achieve, at each fiscal year end a Debt Service Coverage Ratio ("DSC") of 1.20. For the
purposes of this Section, DSC shall be computed by adding net income plus interest expense, depreciation and
amortization expenses and dividing the total by the sum of principal and interest payments required during the period.
In the computation of net income, gains and losses and any taxes or reduction of taxes resulting from the sale or other
disposition or abandonment of capital assets, or from increases or decreases in value of capital assets, or from the
retirement or reacquisition or resale or reissuance of debt or capital stock, shall be disregarded.

Use of Dividends and Surplus Revenues, Retain all existing capital and retained earnings in the business and retain
all revenue which may accumulate over and above that needed to pay operating, maintenance, debt service, and Reserve
requirements, or use same to reduce obligations due creditors, or invest same for capital expenditures related directly to
Borrower's ability to provide services to users.

6)



(k) Water Rights. Maintain or procure water rights with such amounts, priorities and qualities as are necessary to
service adequately Borrower's customers and members, whether riparian, appropriative, or otherwise and whether or not
appurtenant and whether groundwater or surface water, any shares of stock and certificates evidencing the same; and all
grandfathered groundwater rights under A.R.S. Section 45-401,et seq. (collectively, the "Water Rights"). Borrower will
continue to control, own or have access to all Water Rights free and clear of the interest of any third party, will not
suffer any Transfer of the Water Rights, will not abandon the \Y/ater Rights, nor do any act or thing which would impair
or cause the loss of any of the Water Rights. For purposes of this paragraph (in) "Transfer" means, respectively, each
and all of the following"

(i) Any or Alf of the Water Rights, or any interest or right of Borrower in or to the Water Rights is conveyed to, or
becomes vested in, any person, odder than Borrower and Lender, voluntarily or involuntarily;

Gt) The occurrence of any event that results in any option, right of first refusal, other light to acquire, or any other
claim, interest, or right in, to, or against, any or all of the Water Rights being held by a person other than Borrower or
Lender, whether occurring voluntarily or involuntary and whether arising by agreement, under any law, ordinance,
regulation, or rule (federal, state, or local), or otherwise;

65) Any lease or assignment ofany of the Water Rights; and

(iv) Borrower enters into any agreement the performance of which would result in a Transfer under any of time
clauses i through above, and the consummation of such agreement is not expressly conditional upon the prior
written consent of Lender in its sole and absolute discretion.

(I) Operation and Maintenance of System. Borrower shall, in accordance with prudent utility practice, (a) at all times
operate the properties of the water system and any business 'm connection therewith in an efficient manner, (b) maintain
its drinking water system in good repair, working order and operating condition, and (c) from time to mc make all
necessary and proper repairs, renewals, replacements, additions, betterments and improvements with respect to its
drinking water system so that at all times the business carried on in connection therewith shall be properly and
advantageously conducted.

Section 5. Negative Covenants.

Unless otherwise agreed to in writing by Lender, while this Agreement is in effect, whether or not any advance is
outstanding, Borrower shall not:

(a) Liens. Create, incur, assume, or allow to exist any mortgage, deed of trust, deed to secure debt, pledge, lien,
(including the lien of an attachment, judgment, or execution), security interest, or other encumbrance of any kind upon
any of its property, real or personal. The foregoing restrictions shall not apply ro (i) liens in favor of Lender; (ii) liens for
taxes, assessments, or governmental dxarges that are not past due, (iii) liens, pledges, and deposits under workers'
compensation, unemployment insurance, and social security laws, (iv) liens, deposits, and pledges to secure the
performance of bids, tenders, contracts (other than contracts for the payment of money), and like obligations arising in
the ordinary course of borrower's business as conducted on the date hereof, and (v) liens imposed by law in favor of
mechanics, materialmen, warehousemen, and like PCIISOHS that secure obligations that are not past due.

(b) Metgeisz AcquisitiOns: Etc. Merge 0; consolidate with any other entity, or acquire all or substantially all of the
assets of any person or entity, or font or create any new subsidiary or affiliate, or commence operations under any other
name,organization, or entity, including any joint venture.

(c) Transfer of Assets. Sell, transfer, lease, or otherwise dispose of any of Borrower's assets, except in the ordinary
course of its business or to effect any change in ownership.

(d) Change in Business. Engage in any business activities or operations substantially different from or unrelated to
Bo:rower's present business activities or operations.



Section 6. Events Of Default. Each of the following shall constitute an"Event of Default"hereunder:

(a) Payment Default. Failure by Borrower to make any payment or investment required to be made hereunder, under
the Note, or under my other Loan Document when due.

(la) Representations and \Y/arranties. Any representation or warranty made by Borrower herein or in any other Loan
Document shall prove to have been false or misleading in any material respect on or as of the date made, including
deemed made in connection wide each Advance.

(oz) Covenants a1;d Agreements. Borrower should fail to perform or comply wide any covenant or agreement contained
herein.

(d) Cross-Default. Borrower should, after any applicable grace period, breach or be in default under the terms of any
agreement (other than due Loan Documents) between Borrower and Lender, including, without limitation, any odder
loan Zgl§€€f1'l€l'lT, security agreement, mortgage, deed ro secure debt, or deed of trust.

(e) Other Indebtedness. The occurrence of any breach, default, event of default, or event which with the giving of
notice or lapse of time, or both, could become a default or event of default under any agreement, indenture, mortgage,
or other instrument by which Borrower or any of its property is bound or affected (other than the Loan Documents) if
the effect of such breach, default, event of default or event is to accelerate, or to permit the acceleration of, the maturity
of any indebtedness under such agreement, indenture, mortgage, or other instrtunent.

(f) judgments. Judgments, decrees, or orders for the payment of money in the aggregate in excess of the :Lmount set
forth in Exhibit E relating to Additional Indebtedness hereof shall be rendered against Borrower and either (i)
enforcement proceedings shall have been commenced, or (ii) such judgments, decrees, and orders shall continue
unsatisfied and in effect for a period of twenty (20) consecutive days without being vacated, discharged, satisfied, or
stayed pending appeal.

(g) Insolvency: Etc. Borrower: (i) shall become insolvent or shall generally not, or shallbe unable to, or shall admit in
writing its inability to, pay its debts as they come due, or (ii) shall suspend its business operations or a material part
thereof or make an assignment for the benefit of creditors, or (iii) shall apply for, consent ro, or acquiesce in the
appointment of a trustee, receiver, or other custodian for it or any of its property or, in the absence of such application,
consent, or acquiescence, a trustee, receiver, or other custodian is so appointed, or (iv) shall continence with respect ro it
or have commenced against Ir any proceeding under any bankruptcy, reorganization, arrangement, readjustinent of debt,
dissolution, or liquidation law or statute of any jurisdiction.

(lm) Material Adverse Change, Any material adverse change occurs, as reasonably determined by Lender, in Borrower's
condition, financial or otherwise, operations, properties, or business or Borrower's ability to perform its obligations
underthe Loan Documents.

Section 7. Remedies Upon Event Of Default. Upon the occurrence of and during the
continuance of each and every Event of Default:

(a) Termination. Etc. Lender shall have no obligation to make advances hereunder and, upon notice to Borrower, may
terminate the Commitment and declare the entire unpaid principal balance of the Note, all accrued interest dmereon and
all other amounts payable under dies Agreement and all odder agreements behveen Lender and Borrower, to be
immediately due and payable. Upon such a declaration, due unpaid principal balance of the Note and all such other
amounts shall become immediately due and payable, without protest, presentment, demand, or further notice of any
kind, all of which are hereby expressly waived by Borrower.

(bl Enforcement. Lender may proceed to protect, exercise, and enforce such rights and remedies as may be provided
by agreement or under law inducing, without limitation, the rights and remediesprovided for in the Note. Eada and
every one of such rights and remedies shall be cumulative andmay be exercisedfrom time to time, and no failure O11 the
part ofLender to exercise,and no delay in exercising, any light or remedy shall operate as a waiver diereof, nor shall any
single or partial exercise of any rights or remedy preclude any other ore future exercise thereof, or the exercise of any



other right. In addition, Lender may hold and/or set off and apply against Borrower's indebtedness any and all cash,
accounts, securities, or other property in Lender's possession or under its control.

(c) Application of Payments. After termination and acceleration of the Loan all amounts received by Lender shall be
applied to the amounts owing hereunder and under the Note in whatever order and manner as Lender shall in its sole
discretion elect.

Section 8.  Survival . The representations, warranties, and covenants of Borrower in time Loan Documents shall
survive the execution and deliver' of the Loan Documents and the making of the Loan.

<-

SeCt ion 9.  Integrat ion.  Change, D i s c h a r g e .  T e r m i n a t i o n . O r  Wa i v e r . The Loan Docuinents
contain the entire understanding and agreement of Lender and Borrower and supersede all prior representations,
warranties, agreements, arrangements, and understandings. No provision of the Loan Documents may be changed,
discharged, supplemented, terminated, or waived except in a writing signed by Lender and Borrower. No waiver of any
breach or default shall be deemed a waiver of any breach or default occurring thereafter or a waiver of the time of the
essence provision.

Section 10.  Part ies And Binding Effect. This Agreement is made solely between Lender and Borrower, and
110 other Person shall have any rights hereunder or be a third-party beneficiary hereof. This Loan Agreement shall be
binding upon the undersigned, and upon the heirs, legal representatives, successors and assigns of the undersigned, and
ro the extent that the Borrower is either a partnership or a corporation, all references herein to the Borrower shall be
deemed to include any successor or successors, whether immediate or remote, to such partnership or corporation.
Borrower may not assign any of its rights or delegate any of its obligations under the Loan Documents without the prior
express written consent of Lender, and any purported assignment by Borrower made in contravention hereof shall be
void. Lender may from time to time assign, or sell participation interests in, any part or all of the Obligations and its
rights and obligations under die Loan Documents in its absolute and sole discretion.

Sect ion 11.  Costs And Expens es . Borrower agrees to pay, 011 demand, all internal and external costs,
expenses, and fees of Lender in respect of (i) application fees, (ii) enforcement of the Loan Documents and exercise of
the rights and remedies of Lender, (iii) defense of the enforceability of the Loan Documents or of the perfection or
priority of any Lien granted in the Loan Documents, (iv) any other matter relating to the Loan Documents, the collateral
provided for herein, or the transaction described in the Loan Documents, and (v) preparation for matters within (ii), (iii),
or (iv) weedier or not any legal proceeding is brought. Such costs shall include, without limitation, all such costs
incurred in connection with any bankruptcy, receivership, or other court proceedings (whether at the trial or appellate
level). At the option of Lender such costs, expenses, and fees may be deducted from the proceedsof the Loan.

S€ctio1:1 12. Authority To F i l e No t i ces . Borrower irrevocably appoints Lender as its attorney-in~fnct, with
full power of substitution, to file for record, at the Borrower's cost andexpense and in 8o1Tower's name, any notices of
completion, notices of cessation of labor, or any other notices that Lender considers necessary to desirable ro protect its
security.

In due event of any illconsistencies between the
terms of this Agreement and any terms of any of ate Loan Documents or any loan application, the terms of this
Agreement shall Covent and prevail.

Section 13. Inconsistencies With Loan Documents .

Section 14. N o Waiver. No disbursement of proceeds of the Loan shall constitute a waiver of any conditions to
Leader's obligation to make further disbursements nor, in the event Borrower is unable to satisfy any such conditions,
shall any such waiver have the effect of precluding Lender from thereafter declaring such inability a default under this
Agreement.

Section 15.  Lender Approval  Of Instruments And Parties. All proceedings taken in accordance with
transactions provided for herein, all surveys, appraisals and documents required or contemplated by this Agreement and
the persons responsible for the execution and. preparation thereof, shall be satisfactory to and subject to approval by



Lender. Lellder's counsel shall be provided with copies of all documents which they may reasonably request in
connection with the Agreement.

Section 16. Lender D ct€1zIniI1atio Il Of Facts. Lender shall at all times be free to establish independently, to
its satisfaction, the existence or nonexistence of any fact or facts, the existence or nonexistence of which is a condition
of dis Agreement.

Section
recitals and statement of terms arehereby incorporated into this Agreement.

17. Incorpora tion Cf Preamble , Recita ls And Sta te me nt Of Te rms . The preamble,

SCCtiON 18. Disclaimer Bv LcIldcr. Borrower is not and shall not be an agent of Lender for any purpose.
Lender is not a joint venture partner with Borrower in any manner whatsoever. Approvals granted by Lender for any
matters covered under this Agreement shall be narrowly construed to cover only the parties and facts identified in any
written approval or, if not in writing, such approvals shall be solely for the benefit of Borrower.

Section 19. Severabil ity.
provisions shall not be affected :aid they

If any provision of this Agreement is unenforceable, due enforceabiliqf of the odder
shall remain in full force and effect.

Sect ion 20.  Choice Of Law And jur isdict ion. This agreement has been delivered in Arizona, and shall be
construed in accordance with and governed by the laws of the state of Arizona. The courts of Arizona, federal or state,
shall have exclusive jurisdiction of all legal actions arising out of this agreement. By executing this agreement, the
undersigned submits to die jurisdiction of the federal and state courts of Arizona.

Sect ion 21.  Waiver  Of luty Tr ia l . Borrower waives, and, by accepting this agreement, the lender shall be
deemed to waive, any right to a trial by jury in any action or proceeding ro enforce or defend any rights (a)under this

I or may in the future be
delivered in connection herewith or (b) arising fromany banking relationship existing in connection with this agreement,
and borrower agrees, and, by accepting this agreement, the lender shall be deemed ro agree, that any such action or
proceedingshall be tried before a court and not before a jury.

agreement or under au amendment, instrument, document agreement delivered or which

Sect ion 22.  Tim e Of  The Essence.
to which time is a factor.

Time is of the essence with regard ro each provision of this Agreement as

Sect ion 23.  Not ices And Dem ands. All written demands and notices by Lender or Borrower relating ro the
Loan DOcuments shall be served by certified or registered mail, return receipt requested. Each such demand or notice
shall be deposited in the United States Mail postage prepaid and addressed to the addressee's address first above stated.
Service of any such demand or notice shall be deemed complete on the date of actual delivery as shown by the
addressee's return receipt or at the expiration of the third Business Day after mailing, whichever is earlier. Rejection or
refusal to accept the demand or notice by the addressee or inability to deliver the demand or notice due to a changed
address of which no notice was given shall not affect deemed service. Lender or Borrower may from time to time, by
written notice served on die other, designate a different address or a different attention person for service of demands
and notices.

Sec t i o n  2 4 .  No  Co n s t r u c t i o n  Ag a i n s t Lender O r  Bo r r o wer . The Loan Documents are due result of
negotiations between Borrower and Lender. Accordingly, the Loan Documents shall not be construed for or against
Borrower or Lender, regardless of which party drafted the Loan Documents or any part thereof

Section 25.  Rescission Or Return O f  Paym en t s . If at any time or from time ro time, whether before or
after payment and performance of the Obligations, all or any part of any amount received by Lender in payment of, or
on account of, any Obligation is or must be, or is claimed to be, avoided, rescinded, of returned by Lender to Borrower
or any other Person for any reason whatsoever (including, without limitation, bankruptcy, insolvency, or reorganization
of Borrower or any other Person), such Obligation and the Liens on property, and rights to property that were the

re
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collateral at the time such avoided, rescinded, or returned payment was received by Lender shall be deemed to have
continued in existence or shall be reinstated, as the case may be, all as though such payment had not been received.

Section 26. Indemnification Of LcI1dc1'. Borrower agrees to indemnify, hold harmless, and on demand
defend Lender and its directors, officers, employees, agents, auditors, counsel, investment committee members and
representatives for, from, and against any and all damages, losses, liabilities, costs, and expenses (including, without
limitation, costs and expenses of litigation and reasonable attorneys' fees) arising from any claim or demand in respect of
this Agreement, the Loan Documents, the collateral provided for herein, or the transaction described in the Loan
Documents and arising Ar any time, whether before or after payment and performance of the Obligations. The
obligations of Borrower and due rights of Lender under this Section 26 shall survive payment and performance of the
Obligations and shall remain in full force and effect without termination.

Section 27. Waiver Of Statute Of Limitations. Borrower waives, to the EL111 extent permitted by law, die
light to plead and any statutes of limitations as a defense in any action or proceeding in respect of the Loan Documents.

111 this Agreement die singular shall include the plural and the masc 1e
shall include the feminine and neuter genders, and vice versa.
Section 28. Number And Gender.

Section 29.  H€8d i I 18s  And References . The heading s at the be . min of each section of this A reedment are. , . 8 gM , 8 8
solely .for convenience and are not part of this Agreement. Reference herein to a section, attachment, exlubit, or
schedule is to the respective section, attachment, exhibit, or schedule herein or hereto, unless otherwise specified.

Sect ion 30.  Counter  art  Execut ion. This A reedment may be executed in one or more count arts each of
which shall be deemed an oneal and all of which together shall constitute one and due same document. Signature
pages may be detached from die counterparts and attached to a single copy of this document to physically form one
document.

S e ction 31. Arbitra tion . The parties hereto agree to use arbitration to the extent required by Section 12-1518 of
the Arizona Revised Statutes, as amended.

Sec t i o n  3 2 .  No t i c e Regarding A.R.S. § 38-511. To the extent applicable by provision of law, the parties
acknowledge that this Agreement is subject to cancellation pursuant to A.R.S. §38-511, the provisions of which are
hereby incorporated herein.

Secion 33. Compliance with Applicable Federal Laws And Authorities
The Borrower agrees that the project will comply With the applicable terms and conditions of those federal laws and
authorities listed below, as amended from time to time:

Environmental:

1. Archeological and I-Iistodc Preservation Act of 1974, Pub. L. 85-523> ms amended.

Clean Air Act, Pub. L. 84-159, as amended.

Coastal Babier Resources Act, Pub. L. 97-348.

4. Coastal ZoneManagement Act, Pub. L. 92-583, as amended.

5. Endangered Species Act, Pub. L. 93-205, as amended.

6. Environmental justice, Executive Order 12898.

3.

2.

7. Floodplain Management, ExecutiveOrder 11988 as amended by Executive Order 12148.
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8. Protection of Wetlands, Executive Order 11990.

9. Farmland Protection Policy Act, Pub. L. 97-98.

10. Fish and \\'old]ife Coordination _-\.ct, Pub. L. 85-624, as amended.

11. National Historic Preservation Act of 1966, PL 89-665, as amended.

12. Safe Drinking \Voter Act, Pub. L. 93-523, as amended.

13. Wild and Scenic Rivers Act, Pub. L. 90-542, as amended.

ECONOMIC AND MISCELLANEOUS:

1. Demonstration Cities and Metropolitan Development Act of 1966, Pub. L. 89-754, as amended, Executive Order
12372. .

Procurement Prohibitions under Section 306 of the Clean Air Act and Section 508 of the Clean Water Act,
including Executive Order 11738, Administration of the Clean Air Act and the Federal W'ater Pollution Control _-\.ct
with Respect to Federal Contracts, Grants, or Loans.

3. Uniform Relocation and Real Property Acquisition Policies Act, Pub. L. 91-646, as amended.

4. Debarment and Suspension, Executive Order 12549,

S OCIAL P OLICY:

1. Age Disclimination Act of 1975, Pub. L. 94~135.

2. Tide VI of the Civil Rights Act of 1964, Pub. L. 88-352 (Fha Civil Rights Act and related anti-discrimination
statutes apply to all the operations of the SRF program).

3. Section 13 of the Federal Water Pollution Control Act Amendments of 1972, Pub.L. 92-500 (the Clean 'Water Act)

4. Section 504 of the Rehabilitation Act of 1973, Pub. L. 93-112 (including Executive Orders 11914 and 11250).

5. The Drug-Free Worlzplace Act of 1988, Pub. 100-690 (applies only to the capitalization grant recipient).

6. Equal Employment Oppormnily, Executive Order 11246.

7. \X7omen's and Nlinoriiy Business Enterprise, Executive Orders 11625, 12138 and 12432.

Section 129 of the Small Business :\.dlninistrarjon Reauthorization and Amendment Act of 1988, Pub. L. 100-590.

2.

9.

8.

Anti-Lobbying Provisions (40 CFR Part 30) (applies only to capitalization grant recipients).

L.



CASH COLLATERAL AGREEMENT

This Cash Collateral Agreement is made as of October 19, 2006 between Valley Utilities Water
Company, Inc, ("Pledgor") and the Water Infrastructure Finance Authority of Arizona ("Lender").

RECITALS:

A. Pledgor and Lender have entered into that certain Loan Agreement of even date herewith (the
"Loan Agreement"), pursuant to which Lender has made available to Pledgor a loan of up to
$1,926,100 (the lILoanlyl.

B. Pursuant to the Loan Agreement, certain funds are required to be deposited from time to time by
Pledgor in a Debt Service Reserve Fund administered by the Lender and in a Replacement Reserve
Fund administered by the Borrower, both of which are pledged to Lender to secure repayment with
interest of the Loan. Amounts deposited with the Lender in the Debt Service Reserve Fund and in
the Replacement Reserve Fund are referred to herein as the "Pledged Funds".

C. Pledger and Lender desire to enter into this Cash Collateral Agreement to provide for the deposit
and holding of the Pledged Funds.

D. The Loan Agreement, this Cash Collateral Agreement and all other documents securing or
otherwise relating to the Loan shall be referred to collectively in this Cash Collateral Agreement as
the "Loan Documents". All capitalized terms used in dies Cash Collateral Agreement and not
otherwise defined shall have the meanings given to such terns in the Loan Agreement.

E. It is a condition to the making of the Loan drat Pledgor and Lender enter into this Cash Collateral
Agreement.

NOW, THEREFORE, in order to induce Lender to make the Loan and in consideration thereof,
Pledgor and Lender agree as follows:

1.  Definitions. The following terms shall have the following meanings:

"Cash Collateral Agreement" means this Cash Collateral Agreement, as the same may be
amended, supplemented or otherwise modified from time to time.

"Debt Service Reserve Fund" shall have the meaning ascribed thereto in Section 2 hereof.

"Obligations" shall mean all the obligations ofPledgor to Lender under the Loan Agreement and
the Note and all other obligations and liabilities of Pledgor to Lender, whether direct or indirect,
absolute or contingent, due or to become due, now existing or hereafter incurred, arising under,
out of or in connection with, the Loan Agreement, this Cash Collateral Agreement or any of the
Loan Documents.

1
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"Pledged Funds" sha ll mean as  defined in the  Recita ls  to this  Agreement.

"Replacement Reserve  Fund" shall have  the  meaning ascribed there to in Section 2 hereof.

2. Es tablis hment of Debt Service  Res erve Fund and Replacement Res erve Fund. Pledgor and
Lender agree  tha t concurrently with the  execution and de live ry of this  Cash Colla te ra l Agreement
the re  is  e s tablished and sha ll be  ma inta ined a  Debt Se rvice  Rese rve .Fund pursuant to the  Loan
Agreement. At such time as is  required pursuant to the  Loan Agreement Borrower shall establish a
Replacement Reserve Fund in the name of Borrower in which there shall be deposited by Pledgor all
Pledged Funds as  required by the  provisions of the  Loan Agreement.

3 . Grant of Securitv In te re s t. As colla te ra l security for the  prompt and comple te  payment when
due fa ll the  Obligations, Pledgor has granted, bargained, sold, assigned, pledged, and se t over and
by these  presents  does  he reby grant, ba rga in, se ll, a ss ign, pledge , transfe r and se t over unto the
Lender, and its  successors and assigns, a ll of Pledgor's  right, title  and interest in and to any Pledged
Funds now or hereafte r he ld or deposited in the  Debt Service  Reserve  Fund and the  Replacement
Reserve  Fund.

4. Terms and Conditions.

(a ) The  De bt Se rvice  Re se rve  Fund a nd a ll a mounts  de pos ite d the re in sha ll be  he ld in the  sole
dominion and control of Lender and shall be  administered by the  Lender as a  colla tera l account for
the  benefit offender, and Pledgor shall have no rights or Powers with respect to, or control over, the
Debt Se rvice  Rese rve  Fund or any pa rt the reof. P ledgor's  sole  right with re spect to d'le  P ledged
Funds in the  Debt Service  Reserve  Fund shall be  as  provided here in and in die  Loan Agreement.

(b) If no Event of Default, and no event which with the  giving of notice  or the  passage  of time  or
both could become an Event of Default, has  occurred and is  continuing, P ledgor from time to time
may withdraw moneys from the Replacement Reserve Fund and apply the moneys withdrawn for one
or more  of the  following purposes: (i) for the  acquis ition of new, or the  replacement of obsole te  or
worn out, ma chine ry, e quipme nt, furniture , fixture s  or odde r pe rsona l prope rty for the  Fa cility
provide d tha t the  prope rty is  de pre cia ble , (ii) for the  pe rforma nce  of re pa irs  with re spe ct to the
Fa cility which a re  of a n e xtra ordina ry a nd non-re curring na ture  provide d tha t the  prope rty is
depreciable , (iii) for the  acquis ition or construction of additions  to or improvements , extensions  or
enla rgements  to, or remodeling of the  Facility provided dirt the  property is  depreciable , and/or (iv)
to make payments to Lender on the  Loan.

(c) From and after the occurrence and during the continuation of an Event of Default, Lender may, in
the sole and absolute discretion of Lender, apply the Pledged Funds in the Debt Service Reserve
Fund, and, if there are insufficient Pledged Funds in the Debt Service Reserve Fund, in the
Replacement Reserve Fund, to the Obligations in the following order: (i) all outstanding costs,
expenses, fees and late charges due to Lender, (ii) interest at the rate or rates specified in the Loan
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Docume nts  a nd (iii) the  principa l a mount of the  Obliga tions . A11 inte re s t a nd othe r inve s tme nt
ea rnings  amounts  from time  to time  accrued and pa id on the  P ledged Funds  in the  Debt Se rvice
Reserve Fund and die Replacement Reserve Fund shall be retained in the Debt Service Reserve Fund
and the Replacement Reserve Fund and shall be applied in accordance with the Loan Agreement and
this  Cash Colla te ra l Agreement.

(d) Lender shall have, with respect to the  Pledged Funds, a ll rights and remedies of a  secured party
unde r Article  9 of the  Arizona  Uniform Commercia l Code  and othe r applicable  laws .

5 .  Fu r th e r Assura nce s . Pledgor will, a t any time and from time to time, execute  and de liver such
further documents and do such further acts as shall be required by law or be reasonably requested by
Lender to corliss  or furthe r a ssure  the  inte res t of Lender he reunder.

6 .  No Lia b ility fo r La wfu l Actions . Neither Lender nor any omits  officers , directors , employees,
agents , a ttorneys-in-fact or a ffilia te s  sha ll be  liable  for any action lawfully taken or omitted to be
taken by any of them under or in correction with this  Cash Colla te ra l Agreement (except for gross
ne glige nce  or willful misconduct).

7 .  No tice s . All notices, requests , demands or other communications to or upon the  patties  here to
shall be  deemed to have  been given or made when mailed, de livered or transmitted in accordance
with the  requirements  of the  Loan Documents .

8. No  Fa ilu re , e tc . No fa ilure  to exercise  and no de lay in exercis ing on the  part of Lender of any
right, power or privilege  hereunder sha ll opera te  as  a  waiver thereof, nor sha ll any s ingle  or partia l
e xe rcis e  of a ny right, powe r or privile ge  pre clude  a ny othe r or furthe r e xe rcis e  the re of, or the
exercise  of any other power or right. The  rights  and remedies  here in provided a re  cumula tive  and
not exclus ive  of any rights  or remedies  provided by law.

9 . Wa ive r; Ame ndme nts . None  of the  te rns  and provis ions  of this  Cash Colla te ra l Agreement
may be  wa ived, a lte red, modified or amended except by an ins trument in writing executed by the
parties  here to.

10. Representations and Warranties; Covenants.

(a) Pledgor hereby represents and warrants to Lender, effective upon the date hereof and each
deposit of Pledged Funds to the Debt Service Reserve Fund and the Replacement Reserve Fund, that:

(i) No tiling, recordation, registration or declaration with or notice to any person or entity is
required in connection wide the execution, delivery and performance of this Cash Collateral
Agreement by Pledgor or in order to preserve or perfect the inst priority lien and charge intended
to be created hereunder in the Pledged Funds.
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(ii) Exce pt for the  s e curity in te re s t gra nte d to  Le nde r purs ua nt to  th is  Ca s h Colla te ra l
Agreement, P ledgor is  the  sole  owner of the  Pledged Funds, having good and marke table  title
thereto, free and clear of any and all mortgages, liens, security interests, encumbrances, claims or
rights  of othe rs .

(iii) No s e curity a gre e me nt, fina ncing s ta te me nt, e quiva le nt s e curity or lie n ins trume nt or
continuation sta tement covering a ll or any part of the  Pledged Funds is  on file  or ofrecord in any
public office , except such as  may have  been filed by P ledgor in favor of Lender.

(iv) This  Ca sh Colla te ra l Agre e me nt cons titute s  a  va lid a nd continuing firs t lie n on a nd firs t
security interest in the  Pledged Funds in favor of Lender, prior to a ll other liens, encumbrances,
security inte res ts  and rights  of othe rs , and is  enforceable  a s  such as  aga ins t creditors  of and
purchasers  from Pledgor.

(b) Without the  prior written consent of Lender, Pledgor hereby covenants and agrees that it will not
se ll, a ss ign, trans fe r, exchange  or othe rwise  dispose  of, or grant any option with re spect to, the
Pledged Funds, nor will it crea te , incur or permit to exist any pledge , lien, mortgage , hypothecation,
security interest, charge, option or any other encumbrance with respect to any of the Pledged Funds,
or a ny inte re s t the re in, e xce pt for the  s e curity inte re s t provide d for by this  Ca s h Colla te ra l
Agreement.

(c) Pledgor hereby covenants  and agrees tha t it will defend Lender's  right, title  and security interest
in and to die Pledged Funds against the claims and demands of all persons whomsoever except to the
extent which a rise  out of the  willful misconduct or gross  negligence  of Lender.

11. Lender's Expenses a nd  Lia b ilitie s . Pledgor sha ll pay a ll costs  and out-of-pocket reasonable
e Xpe nse s  of Le nde r in conne ction with the  ma inte na nce  a nd ope ra tion of this  Ca sh Colla te ra l
Agreement made in accordance with the  terns hereof. Pledgor a lso agrees to pay all costs offender,
including reasonable  a ttorneys ' fees , incun'ed with re spect to the  enforcement of Lender's  rights
hereunder.

12. Gove rn ing  La w. This Cash Colla tera l Agreement shall be  deemed to be  a  contract under, and
for a ll purposes shall be  governed by, and construed and interpre ted in accordance  with, die  law of
the  S ta te  of Arizona .

13. S e ve ra bility. . Any provis ion of th is  Ca s h Colla te ra l Agre e me nt which is  prohibite d  or
unenforceable  in any jurisdiction sha ll, a s  to such jurisdiction, be  ine ffective  to the  extent of such
prohibition or unenforceability without inva lida ting the  remaining provis ions  he reof, and any such
prohibition or unenforceability in any jurisdiction sha ll not inva lida te  or render unenforceable  such
provis ion in a ny othe r jurisdiction.

14. Succes s ors  and Ass igns . This  Ca s h Colla te ra l Agre e me nt a nd a ll obliga tions  of P le dgor
hereunder sha ll be  binding upon the  successors  or assigns of Pledgor, and sha ll, together with the
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rights  and remedie s  of Lende r he reunde r, inure  to the  bene fit of Lende r and its  successors  and
assigns.

15. Te rmina tion . This  Agreement sha ll te rminate  and, upon request ofPledgor, a ll monies (if any)
remaining in the Debt Service Reserve Fund and the Replacement Reserve Fund shall be returned to
Pledgor a t such time as  a ll of the  following have  occurred: (i) a ll amounts  payable  to Lender under
the Loan Documents have been paid in full and all other obligations ofPledgor to Lender pursuant to
the  Loan Agreement have  been performed in full, and (ii) Lender has no further obliga tion to make
a ny loa ns  or a dva nce s  to P le dgor purs ua nt to the  Loa n Agre e me nt or a ny of the  othe r Loa n

16. Counte rpa rts . This  Agre e me nt ma y be  e xe cute d in counte rpa rts , a ll of which e xe cute d
counterparts shall together constitute  a  single document. Signature pages may be detached from the
counte rparts  and a ttached to a  s ingle  copy of this  Agreement to font physica lly one  document.

IN WITNESS WHEREOF, the  pa rtie s  he re to have  executed or caused this  ins trument to be  duly
executed and delivered as  of the  da te  firs t above  written.

P le dgor: Va lle y Utilitie s  Wa te r Compa ny, Inc.

By:
Na1
Title :

: Robert L. P rince
President

Lender: Wate r Inti*as tructure  Finance  Authority of Arizona

4 I7/1/4444
dy N axrete, Interim Executive Director
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A. NAME & PHONE OF CONTACT AT FILER [optional]

B. SEND ACKNOWLEDGMENT TO: (Name and Address)

' I
I-Water Infrastructure Finance Authority of Arizona

1110 w. Washington, Suite 290
Phoenix, Arizona 85007
Attention: Chief Financial Officer

i_ _I

lb. lNDlVIDUAL'S LAST NAME FIRST NAME MIDDLE NAME SUFFIX

ac. MAILING ADDRESS

6806 N. Dysart Road, Suite 112

c a r

Glendale

STATE

A Z

POSTAL CODE

8 5 3 0 7

COUNTRY

U S A

i d . TAX ID #1 SSN OR EIN ADD'L INFO RE lie. TYPEOF ORGANIZATION
ORGANIZATION .
DEBTOR | Publlc Water System

11, JURISDICTION OF ORGANIZATION

Arizona

19. ORGANIZATIONAL ID #, if any

N  O N  E V1~@nE

2b. INDNlDUAL'S LAST NAME FIRST NAME MIDDLE NAME SUFFIX

2c. MAILING ADDRESS Arv STATE POSTAL CODE COUNTRY

2d.TAxlD#z SSN OR EIN ADD'L INFO RE Ice. TYPE OF ORGANIZATION
ORGANIZATION
DEBTOR I

of, JURISDICTION OF ORGANIZATION 29- ORGANIZATIONAL ID #_ if any

V I NONE

Cb. INDMDUAL'S LAST NAME FIRST NAME MIDDLENAME SUFFIX

36_MAILINGADDRESS

1110 W. Washington, Suite 290

CITY

P h o e n i x

STATE

A Z

POSTAL CODE

8 5 0 0 7

COUNTRY

U S A

5. ALTERNATIVE DESIGNATION pf applicable]:l LESSEEILESSOR CONSlGNEElCONSlGNOR BAILEEIBAILOR SELLER/BUYER AG. LIEN anon-ucc FILING

All Debtors IDeblor 1

UCC FINANCING STATEMENT
FOLLOW INSTRUCTIONS (front and back) CAREFULLY

THE ABOVE SPACE IS FOR FILING OFFICE USE ONLY
I

,1 .  DEBTOR'S EXACT FULL LEGAL NAME - insert onlygo; debtorname (1 a or lb) - do not abbreviate of combinenames
la. ORGANlZATION'S NAME

oR Valley Utilities Water Company, inc.

2. ADDITIONAL DEBTOR'S EXACT FULL LEGAL NAME - insert onlyggg debtorname (Za of Cb) - do mol abbrevlale or combine names

pa. ORGANIZATIONS NAME

OR

3. SECURED PARTY'S NAME (or NAME t>fTc)TAL ASSIGNEE ¢>f ASS!GNOR sIp . insert only Que secured party name (pa or ab)
pa. ORGANlZATION'S NAME

Water Infrastructure Finance Authority of Arizona
OR

4. This FINANCING STATEMENTcovers the followingcollateral:

I

6. I \his FINANUIN6 5 lAH:lV|tN| is \o be lea [for record] lorreoorded) m the KEAL 7.
IESTATE RECORDS. Attach Addendum If anulicabisl I

8. OPTIONAL FILER REFERENCE DATA

check lo KtQUtSI SCAKUH KtpURI(5) on ueblorls)
[ADDITIONAL FEE] Iontionall I Debtor 2

FILING OFFICE COPY- NATIONAL UCC FINANCING STATEMENT (FORM UCC11 (REV. 07/29/98)



Continuing Security Agreement

Date: October 19, 2006

Parties  : Ob lig o r:  Va lle y Utilitie s  Wa te r Compa ny, Inc.

Addres s: 6808 N. Dysart Road, Suite  112
Gle nda le , Arizona  85307

Secured Party: Wate r Infra s tructure  Finance  Authority of Arizona

Addre s s : 1110 Wes t Washington, Suite  290
Phoenix, Arizona  85007

Atte n tio n : Exe cutive  Dire ctor

Agreement: For good and va luable  considera tion, the  rece ipt and sufficiency of which a re  he reby
acknowledged, Obligor agrees  for the  benefit of Secured Party as  follows:

1. Schedule Of Terms.

Name  in which Obligor conducts  bus iness : Va lley Utilitie s  Wa te r Company, Inc

Loca tions  of Colla te ra l:

See Attached

2. De fin itio n s . In this  Agreement, the  following te rns  sha ll have  the  following meanings , and a ll
ca pita lize d te rns  use d in this  Agre e me nt not de fine d he re in a nd use d or de fine d in the  Unifonn
Commercia l Code  will have  the ir re spective  meanings  in the  Uniform Commercia l Code :

"Accounts " means a ll accounts  a ris ing from or by virtue  of the  sa le , lease  or disposition of any of
the  Real Property or PersOnal Property, or from any policy of insurance  or the  taking of any of the
Rea l Property by right of eminent domain or condemnation or by priva te  or othe r purchase  in lieu
the reof; including change  of grade . of s tree t, curb cuts  or othe r rights  of access , for any public or
quasi-public use  under any law and a ll amounts  due  under current and future  Customer accounts ,
including but not limited to those  future  accounts  aris ing from any water utility plants  or systems (or
for de live ry of wa te r by any other means),

"Agreement" means this Security Agreement as it may be amended, modified, extended, renewed,
restated, or supplemented from time to time.
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"Ag re e me n t" means this Security Agreement as it may be amended, modified, extended, renewed,
res ta ted, or supplemented from time  to time .

"Co lla te ra l" means a ll of Obligor's  present and future  right, title , and interest in and to any and a ll
of the  following types  of property, rega rdless  of whe the r in the  possess ion of Obligor, a  Ha ilee , a
warehouseman, or any other Person, Fixtures , Persona l Property, Accounts , Genera l Intangibles ,
Liens and Encumbrances and Proceeds, the  agreements , documents , and instruments  evidencing
Accounts  or granting such Liens and Encumbrances and the  filings and recordings re la ting to such
Lie ns  a nd Encumbra nce s , a ll books  a nd re cords  a nd a ll compute r s oftwa re , compute r dis ks ,
compute r ta pe s , a nd othe r re cord ke e ping me dia  pe rta ining to a ny of the  Colla te ra l, furniture ,
fixtures, machinery, and equipment of any kind or nature , and proceeds of any of the  Colla teral, any
accounts established for debt service  or reserves, any certificate  of authority, franchise  or other right
to conduct business as  may be  issued by any Governmenta l Authority (including, without limita tion,
cash and non~cash Proceeds, insurance proceeds, proceeds of any proceeds, and proceeds of any
taking by any Governmenta l Authority or any transfe r in lieu of such a  taking).

"Co mmitme n t" means any and all obligations of Secured Patty from time to time to make advances
to Obligor, or to make  othe r financia l accommoda tions  for Obligor.

"Cus tome r" me a ns  a  wa te r supply cus tome r of Obligor.

"De fa ult Ra te " me a ns  a  ra te  pe r a nnum of inte re s t e qua l to the  sum of (i) s ix pe rce nt (6%) pe r
annum, and (ii) the  ra te  per annum of inte res t applicable  from time  to time  to the  principa l amount
under the  Note .

"Eve n t o f De fa u lt" sha ll have  die  meaning specified in Section 6.

"Fixtures" means the  water utility plants  and systems of the  Debtor, including, but not limited to, a ll
water works, generating stations, sub stations, pump houses, wells, distribution lines, whether located
upon the Real Property or upon public or private  easements, leaseholds or the like and which form a
part of or a re  used in connection with the  wa te r utility plants  or sys tems of the  Debtor.

"Ge ne ra l In ta ng ib le s " means  a ll of the  franchises , ce rtifica tes , authoriza tions  by rule , privileges ,
pennies , grants  and consents  for the  construction, opera tion, and maintenance  of wa te r plants  or
s ys te ms  in, on, a nd unde r s tre e ts , a lle ys , highwa ys , roa ds , public grounds , e a s e me nts  a nd
rights-of-way and a ll rights  incident there to which were  granted by priva te  persons or entities  or the
gove rning bodie s  of the  citie s , countie s , s ta te , a nd countrie s  in which the  De btor ope ra te s  a nd
including, but not limited to, pennies and certifica tes  issued pursuant to the  applicable  provisions of
the  Arizona  Wate r Code , and a ll deve lopment rights , utility commitments , wa te r and was tewa te r
taps, living unit equivalents , capita l improvements  project contracts , utility construction agreements
with a ny gove rnme nta l a uthority, including municipa l utility dis tricts  or othe r cons titutiona l
conservation districts  crea ted under Article  IH, Section 52, or Article  XVI, Section 59, of the  Arizona
Constitution, or with any utility companies (and a ll re funds a id re imbursements  thereunder) re la ting
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to the  Real Property or improvements, as  any of the  foregoing may be  amended, and a ll plants  and
specifica tions for water utility plants or systems and a ll Debtor's  rights (but not Debto1"s obligations)
unde r a ny docume nts , contra ct rights , a ccounts , commitme nts , cons truction contra cts  (a nd a ll
payment and performance bonds, statutory or otherwise, issued by any surety in connection with any
such construction contracts , and die  proceeds of such bonds), a rchitectura l contracts , engineering
contra cts , a nd ge ne ra l inta ngible s  (including without limita tion tra de ma rks , tra de  na me s , a nd
symbols) arising from or by virtue of any transactions related to the Real Property, any improvements
thereon, or the  Persona l Property, management contracts  and a ll of the  Debtor's  rights  under any
contracts  otherwise  providing for the  purchase , lease , sa le  or ass ignment of water or water rights .

"Gove rnme n ta l Authority" means  any gove rnment, any court, and any agency, authority, body,
bureau, department, or ins trumenta lity of any government.

" In ve n to ry" means  a ll goods  and othe r tangible  and intangible  pe rsona l prope rty (i) owned by
Obligor or in which Obligor has rights  or an interest under any agreement, document, instrument, or
othe rwise  (including, without limita tion, a  lea se ) now or he rea fte r from time  to time  and (ii) e ithe r
(A) consume d or to be  consume d in the  bus ine s s  of Obligor, (B) he ld for s a le , le a se , or othe r
dispos ition by Obligor, (C) sold, le a sed, or furnished unde r contracts  for se rvice , or (D) used for
de mons tra tion, displa y, e xe cutive , mode l, or s imila r use s , or to be  so use d. Inve ntory include s ,
without limita tion, (i) raw ma te ria ls , scrap ma te ria ls  and by-products , work in progre ss , supplie s ,
components, parts, spare parts, accessories, and finished goods, (ii) the rights and interest of Obligor
in goods or other tangible or intangible personal property sold, leased, or furnished under contracts of
service , (iii) goods or other tangible  of' intangible  personal property sold, leased, or furnished under
contracts of service  and returned to or repossessed by Obligor, and (D) a ll accessions and additions
to any goods  or othe r tangible  or intangible  pe rsona l property included iii Inventory.

'.'Lien or Encumbrance" and "Liens and Encumbrances"mean each and all of the following: (i)
any lease or other right to use, (ii) any assignment as security, conditional sale, grant in trust, lien,
mortgage, pledge, security interest, title retention arrangement, other encumbrance, or other interest
or right securing the payment of money or the performance of any other liability or obligation,
whether voluntarily or involuntarily created and whether arising by agreement, document, or
instrument, under any law, ordinance, regulation, or rule (federal, state, or local), or otherwise, and
(iii) any option, right of first refusal, other right to acquire, or other interest or right.

"Loa n Agre e me nt" me a ns  tha t ce rta in Loa n Agre e me nt of e ve n da te  he re with by a nd be twe e n
Obligor a nd S e cure d P a rty, a s  it ma y be  a me nde d, modifie d, e xte nde d, re ne we d, re s ta te d or
supplemented from time  to time .

"LoanDocuments" .means the Loan Agreement, this Agreement and any and all other agreements,
documents, and instruments from time to time evidencing, guarantying, securing, or odierwise
relating to die Obligations (including, without limitation, any and all promissory notes, loan
agreements, and guaranties), as they may be amended, modified, extended, renewed, restated, or
supplemented tram time to time.
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"Note" means  tha t ce rta in promissory note  of even da te  he rewith executed by Obligor in favor of

time  to time .

"Obliga tions" means  (i) payment by Obligor of a ll sums due  unde r and pursuant to the  Note , the
Loa n Agre e me nt, or a ny othe r Loa n Docume nt, (ii) pe rfonna nce  by Obligor of a ll te rns  a nd
conditions  se tt;orth in any or a ll of the  Loan Documents , and (iii) any and a ll othe r liabilitie s  and
obliga tions  of Obligor to Secured Pa rty exis ting now or in die  future  (except indebtedness  of any
individua l for pe rs ona l, fa mily, or hous e hold purpos e s ), we e die r for the  pa yme nt of mone y or
otherwise , whether absolute  or contingent, whether as  principa l, endorser, guarantor, or otherwise ,
whether origina lly due  to Secured Party or to a  third Person and assigned or endorsed to Secured
P a rty, a nd whe the r s e ve ra l, joint, or joint a nd s e ve ra l, a ll a s  the y ma y be  a me nde d, modifie d,

"Pe rmitted  Exceptions " means a  Lien and Encumbrance  granted by Obligor with the  consent of
Secured Party.

"Pe rs on" means a  na tura l person, a  partnership, a  joint venture , an unincorpora ted associa tion, a
corpora tion, a  limite d lia bility compa ny, a  trus t, a ny othe r le ga l e ntity, or a ny Gove rnme nta l
Authority.

"Pe rs ona lProperty" means a ll goods, (whether goods he ld for sa le  or re turned or whether used in
the  bus ine s s  of the  De btor or to be  ins ta lle d in or on the  Re a l P rope rty), pe rs ona l prope rty,
equipment, Inventory, fixtures, furnishings, devices or tools  and a ll replacements  or substitutions of
same.

"Proceeds " means all deposits, bank accounts, funds, instruments, notes or chattel paper of Obligor,
including, without limitation cash or securities deposited pursuant to leases to secure performance by
the tenants of their obligations thereunder, and proceeds arising from or by virtue of the sale, lease of'
other disposition of the  Rea l Property and proceeds  (including premitun re funds) of each policy of
insurance  re la ting to the  Real Property.

"Re a l P rope rty" means  a ll rea l property owned by Obligor.

"Re mitta nc e  Ac c t.a n t" means  an account e s tablished with a  financia l ins titution acceptable  to
Se cure d Pa rty for the  be ne fit of Se cure d Pa rty a nd subje ct to the  sole  dominion a nd control of
Secured Party.

"Re quire me nts " me a ns  a ny a nd a ll obliga tions , othe r te rns  a nd conditions , re quire me nts , a nd
restrictions  in e ffect now or in the  future  by which Obligor or any or a ll of the  Colla te ra l is  bound or
which are  otherwise  applicable  to any or a ll of the  Colla teral or the  business or operations otlObligor
including, without limita tion, s uch obliga tions , othe r te rns  a nd conditions , re s trictions , a nd
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requirements  imposed by: (i) any law, ordinance , regula tion, or rule  (federa l, s ta te , or loca l), (ii) any
a pprova ls  a nd pe rmits , (iii) a ny P e rmitte d Exce ptions , (iv) a ny insura nce  policie s , (v) a ny othe r
agreement, document, or ins trument to which Obligor is  a  pa rty or by which Obligor or any of the
Colla tera l is  bound, or (vi) any judgment, order, or decree  of any arbitra tor, other private  adjudicator,
or Gove rnme nta l Authority to which Obligor is  a  pa tty or by which Obligor, a ny or a ll of the
Colla te ra l, or the  bus iness  or opera tions  of Obligor is  bound.

"Transfer" means the occurrence of any of the following:

(i) Ally or a ll of the  Colla te ra l, or my inte res t 01' right of Obligor 111 or to the  Colla te ra l, is
conveyed to, or becomes vested in, any Person, other than Obligor and Secured Party, voluntarily or
involunta rily,

(ii) The occurrence of any event that results i11 any option, right of first refusal, other right to
acquire , or any other cla im, inte rest, or right in, to, or aga inst, any or a ll of the  Colla te ra l be ing he ld
by-a  Person other Dian Obligor mid Secured Party, whether occmiing voluntarily or involmitmily and
whether arising by agreement, under any law, ordinance, regula tion, or rule  (federal, s ta te , or local),
or othe rwise , or

(iii) Obligor ente rs  into any agreement the  perfonnance  of which would result in a  Transfer
under clause  (i) or (ii) above, and the  consummation of such agreement is  not expressly conditional
upon the  prior written consent of Secured Party in its  absolute  and sole  discre tion,
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except (A) disposition of Inventory by lease , sa le , or otherwise  for fa ir considera tion in the  ordinary
course  of the  business of Obligor, excluding Hom such exception bulk sa les , dispositions to one  or
more  creditors , and transfers  in sa tisfaction of indebtedness , and (B) the  Permitted Exceptions.

"Un ifo rm Co mme rc ia lCode" means the  Uniform Conunercia l Code as in effect from time to time
in the  S ta te  of Arizona  (currently, Arizona  Revised S ta tutes  Sections  47-1101 through 47-9507).

3 . Gra n t Of S e cu ritv In te re s t. Obligor gra nts  to S e cure d P a rty a  S e curity Inte re s t in the
Colla te ra l to secure  payment and performance  of the  Obliga tions.

4. Ob ligo r Re pre s e n ta tions  And  Wa rra n tie s .
as  of the  da te  of this  Agreement:

Obligor represents and warrants to Secured Party

4.1 Ownership of Colla te ra l. Obligor is  the  lega l and beneficia l owner of the  Colla te ra l, subject
only to the  Pennitted Exceptions. There  a re  110 Liens and Encuinbrances  on the  Colla te ra l or
cla ims the reof, except the  Permitted Exceptions . There  is  no financing s ta tement now tiled or
recorded covering any of the  Colla tera l or in which Obligor is  named or has s igned as a  Debtor,
except financing s ta tements  re la ted to the  Permitted Exceptions.
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4.2 Va lidity, Pe rfection, and P riority of Security Inte re s t. The  Security Inte res t granted in this
Agreement (i) is  lega l, va lid, binding, and enforceable , (ii) is  a  pe rfected security inte res t in a ll
the  Colla te ra l, and (iii) is  and sha ll remain prior to any security inte rest other than the  Permitted
Exce ptions .

4.3 Names, Location of Colla tera l, Place  of Business or Chief Executive  Office ; and Books and
Records. Obligor conducts  its  bus ine ss  a nd othe r a ctivitie s  sole ly in the  na me (s ) se t forth in
Section l . The Colla tera l, the  sole  place  of business or the  chief executive  office  of Obligor, and
a ll books  a nd re cords  of Obligor re la ting to the  Colla te ra l a re  a t the  loca tion(s ) s e t forth in
S e ction l.

5 .  O b lig o r Covenants . Until any Commitment te rminates in full, and the  Obligations are  pa id and
performed in full, Obligor agrees tha t, unless  Secured Party otherwise  agrees in writing in Secured
Patty's  absolute  and sole  discre tion:

5.1 Payment and Performance  of Obliga tions. Obligor sha ll pay and pe rform the  Obliga tions .
Obligor sha ll comply with and pe rform the  Requirements .

5.2 Transfer; Liens and Encumbrances, Defense  of Ob1igo1"s Title  and of Security Interest.

5.2.1 Obligor sha ll not suffe r to occur a ny Tra ns fe r. Exce pt for P e rmitte d Exce ptions ,
Obligor sha ll not suffe r to e xis t a ny Lie n or Encumbra nce  on a ny or a ll of the  Colla te ra l,
regardless  .of whe ther junior or senior to the  security inte res t granted here in. Obligor sha ll
notify Secured Party immedia te ly of any cla im of any Lien or Encumbrance  on any or a ll of
the  Colla te ra l. Except for Financing s ta tements  re la ting to Pe rmitted Exceptions , Obligor
sha ll not execute  or suffe r to exis t or to be  filed or recorded any financing s ta tement tha t
covers  any or a ll of the  Colla te ra l or in which Obligor is  named .or s igns  as  Debtor.

5.2.2 Obligor s ha ll de fe nd the  Colla te ra l, the  title  a nd  in te re s t the re in  of Obligor
represented and warranted in this  Agreement, and the  lega lity, va lidity, binding na ture , and
enforceability of the  security inte rest granted here in, the  perfection thereof, and the  priority
thereof against (i) any a ttachment, levy, or other se izure  by legal process or odierwise  of a ll
or Part of the  Colla te ra l, (ii), except for Permitted Exceptions , any Lien or Encumbrance  or
cla im thereof on any or a ll of the  Colla te ra l, (iii) any a ttempt to rea lize  upon any or a ll of the
Collateral under any Lien or Encumbrance other than the Permitted Exceptions, regardless of
whe the r junior or s e nior to the  se curity inte re s t he re in, or (iv) a ny cla im que s tioning the
lega lity, va lidity, binding na ture , enforceability, perfection, or priority of the  security inte res t
he re in. Obligor sha ll notify Se cure d Pa rty imme dia te ly in writing of a ny of the  fore going.

5.3 Names, Books and Records, Location of Collateral; Place of Business or Chief Executive
Office. Obligor shall maintain complete and accurate books and records relating to the
Collateral. Unless Obligor obtains the prior written consent of Secured Party and takes in
advance all actions and makes all filings and recordings necessary or appropriate to assure the
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perfection and priority of the  security interest granted here in, Obligor sha ll not change  its  name,
shall conduct its  business and other activities solely in die  na1ne(s), trade nan1e(s), and fictitious
na 1ne (s ) in S e ction l, a nd sha ll not move  the  Colla te ra l, its  sole  pla ce  of bus ine s s . or chie f
executive  office , or its  books and records re la ting to the  Colla tera l from the  location(s) in Section
l. Anything in this  Section 5.3 to the  contra ry notwiths tanding, Obligor ray move  the  Inventory
be tween any of such loca tions  and be tween any of such loca tions  and any loca tion a t which
services  a re  rendered to Customers or where  the  Inventory is  de livered to Customers.

5,4 Inspe ction. Secured Party and such persons as Secured Party may designate shall have the
right, a t any reasonable  time from time to time, (i) to enter upon the  premises a t which any oldie
Colla te ra l or any of the  books and records re la ting to the  Colla te ra l is  loca ted, (ii) to inspect the
Colla te ra l, (iii) to ma ke  e xtra cts  a nd copie s  Nom obligor's  books  a ndre cords  re la ting to the
Colla te ra l, a nd (iv) to ve rify unde r re a sona ble  proce dure s  de te rmine d by Se cure d Pa rty the
amount, condition, quality, quantity, s ta tus, va lidity, and value  of, or any other matter re la ting to,
the  Colla te ra l (including, without limita tion, in  the  ca s e  of Accounts  or Colla te ra l in  the
posse ss ion of a  third Pe rson by contacting the  obligors  of the  Accounts  or the  third Pe rsons
possess ing such Colla te ra l for the  purpose  of making such ve rifica tion). Obligor sha ll provide
access to such premises. Secured Party shall have the  absolute  right to share  any information it
ga ins  from any such inspection or ve rifica tion with any othe r Pe rson holding an inte re s t or a
pa rticipa tion in any of the  Obliga tions  .

5.5 Further Assurances. Obligor shall promptly execute, acknowledge, deliver, and cause to be
duly filed and recorded all such additional agreements, documents, and instruments (including,
without limitation, financing statements) and take all such other actions as Secured Patty may
reasonably request from time to time to better assure, perfect, preserve, and protect the security
interest granted herein, the priority thereof, and the rights and remedies of Secured Party
hereunder. If any amount payable under or in connection with any Receivable shall be evidenced
by any Instrument or any of the Inventory by a Document, such Document or Instrument shall be
immediately pledged and delivered to the Secured Party, duly endorsed in a manner satisfactory
to the Secured Party.

5.6 Maintenance  of Inventory. Obligor shall keep the  Inventory in good and leasable , sa leable ,
a nd us a ble  condition a nd s ha ll s tore  the  Inve ntory prope rly to  prote ct it from da ma ge ,
des truction, and de te riora tion. Obligor sha ll not misuse  or concea l the Inve ntory nor ta ke  a ny
a ction or fa il to ta ke  a ny a ction with re s pe ct to Inve ntory tha t might a ffe ct a ny ins ura nce
cove ra ge . Unle s s  S e cure d P a rty a pprove s  in a dva nce  in writing, Obligor sha ll not use  a ny
Inve ntory for de mons tra tion, e xe cutive , or a ny s imila r purpose , othe r tha n re a sona ble  a nd
cus toma ry qua lity control te s ts  a nd ins pe ctions . Obligor s ha ll pa y promptly whe n due  a ll
lia bilitie s  a nd obliga tions  incurre d to a cquire  or le a s e  Inve ntory or othe rwis e  re la ting to
Inve ntory.

5.7 Insurance. The  risk floss  of, damage  to, or destruction of the  Colla te ra l a t a ll times sha ll be
on Obligor. At its  e xpe ns e , Obligor will ma inta in ins ura nce  in form a nd a mounts , a nd with

t
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companies , in a ll respects  sa tisfactory to Secured Pa ity, covering a ll of the  insurable  Colla te ra l
on an a ll-risk basis  a t full replacement va lue . Obligor sha ll de liver to Secured Party the  origina l,
or a  certified copy, of each policy of insurance  and evidence  ofpayment fa ll premiums therefor
within  th irty (30) da ys  of the  da te  he re of. S uch policie s  of ins ura nce  s ha ll conta in a n
e ndorse me nt or a n inde pe nde nt ins trume nt furnishe d to Se cure d Pa rty, providing tha t such
insurance  company will give  Secured Party a t least 30 days prior written notice  before  any such
policy or policie s  of insurance  sha ll be  a lte red or cance led. Obligor he reby agrees  to apply a ll
insurance  proceeds  rece ived unde r the  Insurance  Policy to remedy the  loss  cove red the reby
(including re imburs ing Obligor for funds  e xpe nde d to re me dy s uch los s ), to  s a tis fy the
indebtedness evidenced by the  Note , or as otherwise  consented to by Secured Party.

5.8 Taxes. Obligor sha ll promptly pay when due  any and a ll property, excise , and other taxes
and all assessments, duties, and other charges levied or imposed on any or all of the Collateral or
imposed on Obligor in re spect of any or a ll of the  COlla te ra l, this  Agreement, or the  security
inte re s t gra nte d he re in. Obligor sha ll a lso pa y whe n due  a ny a nd a ll la wful cla ims  for la bor,
materials, and supplies, that, if unpaid, might become a Lien or Encumbrance on any or all of the
Colla te ra l.

5.9 Specia l Covenants  Regarding Colla te ra l.

5.9.1 Use  of Inve ntory. Until an Event of Default, Obligor may possess , process , use , and
consume in the  manufacture  or processing of finished goods, and lease , se ll, or otherwise
dis pos e  of for fa ir cons ide ra tion the  Inve ntory, a ll in the  ordina ry cours e  of Obligo1"s
business , excluding, however, any bulk sa le , any disposition to one  or more  creditors , and
any transfer in sa tisfaction of indebtedness.

5.9.2 Proceeds of Inventory and Accounts  and Notifica tion to Accounts  Obligors. Upon the
occurre nce  of a n Eve nt of De fa ult, to the  e xte nt a pplica ble , (i) Obligor will notify the
obligors  of Accounts  to make  payments  of any or a ll Accotuits  directly into a  Remittance
Account established in favor of Secured Party, and (ii) Obligor shall on the  day of receipt by
Obligor of any Accounts  or any proceeds  of Inventory or Accounts , transmit the  same  to
Secured Party in the  font rece ived by Obligor. Obligor agrees  to account to Secured Parry
for a ll Accounts and a ll proceeds of Inventory and Accounts and, pending transmitta l of any
proceeds to Secured Party, to hold the same in the font received separate and apart from, and
not commingled with, any other property of Obligor and in trust for Secured Party. Amounts
in the Remittance Account and any cash proceeds received by Secured Party will be applied
periodicallyby Secured Party to payment of such of the Obligations, whether or not then due,
de termined by Secured Party in its  absolute  and sole  discre tion.

5 . 10 No Obliga tions  a nd Limit of Lia bility of Se cure d Pa rt. Secured Patty does not assume
and sha ll have  no liability or obliga tion for any liabilities  or obliga tions  of Obligor re la ting to
the  Colla te ra l. Secured Party sha ll have  no obliga tion to notify Obligor with re spect to the
payment or pertlolln once or non-payment or non-performance of any third Person obligations
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include d in the  Colla te ra l (including, without limita tion, pa yme nt or non-pa yme nt of a ny

include d in the  Colla te ra l (including, without limita tion, pa yme nt of the  Accounts ). In
exercis ing its  rights  and remedies in the  Loan Documents  and its  other rights  and remedies
and in perfonning any obliga tions  to Obligor, Secured Party and its  s tocldiolders , directors ,
office rs , e mploye e s , a ge nts , a nd re pre se nta tive s  sha ll ha ve  no lia bility or re spons ibility
wha ts oe ve r (including, without limita tion, a ny lia bility or obliga tion for a ny injury to the
asse ts , business , opera tions , or property of Obligor), other than for its  gross  negligence  or
willful misconduct. No action taken or omitted to be  taken by the  Secured Party with respect
to a ll or part of the  Colla te ra l sha ll give  rise  to any cla im, countercla im, defense , or offse t in
fa vor of Obligor a ga ins t S e cure d P a rty (e xce pt for cla ims  for gross  ne glige nce  or willful
misconduct by Secured Party) .

5.11 Costs and Expenses of Performance of Olbli2or's Covenants. Obligor will pe rform a ll
its  obliga tions under this  Agreement a t its  sole  cost and expense .

5.12 Actions  by Secured Pa rty, Power of Attomev.

5.12.1 If Obligor fa ils  to pay or pe rfonn any of the  Obliga tions  unde r this  Agreement,
Secured Pa tty in its  absolute  and sole  discre tion, without obliga tion so to do, without
re leasing Obligor from such Obliga tions, and without notice  to or demand upon Obligor,
ma y pa y or pe rfonn the  s a me  in such ma nne r a nd to such e xte nt a s  S e cure d P a rty
determines necessary of' appropria te  in its  absolute  and sole  discre tion.

5. 12.2 Without limiting the  genera l Powers , whether conferred here in, in another Loan
Document, or by law, upon an Event of Default or in exercis ing its  rights  under Section
5. 12. 1 , Secured Party sha ll have  the  right but not the  obliga tion to do any or a ll of the
following from time  to time , to the  e xte nt a pplica ble : (i) to e nte r upon a ny pre mise s
where any of the Collateral or the books and records relating to the Collateral are  located
and take  possession of the  Colla te ra l, (ii) to mainta in, preserve , protect, repa ir, res tore ,
assign, lease , pledge , se ll, and otherwise  dispose  of and dea l with the  Colla te ra l, (iii) to
make additions, a lte ra tions, and improvements to the  Colla tera l to keep the  Colla tera l in
good condition and repair, (iv) to enforce  the  rights and remedies of Obligor with respect
to the  Colla te ra l, (v) to pe rform or ca use  complia nce  with the  Re quire me nts , (vi) to
a djus t, compromis e , de fe nd, de pos it a  bond or give  s e curity in conne ction with,
discharge , enforce , make demands re la ted to, pay or otherwise  obta in the  discharge  or
re lea se , P rosecute , re lea se , se ttle , te rmina te , or wa ive  any cla im or lega l proceeding
re la ting to a ny or a ll of the  Colla te ra l (including, without limita tion, cla ims  unde r
ins ura nce  policie s  a nd cla ims  a ga ins t Obligor or the  Colla te ra l tha t S e cure d P a rty
be lieves  to be  va lid, rega rdle ss  of whe the r actua lly va lid), (vii) to send ve rifica tions  to
obligors  of Accounts  and issue rs  of Documents  evidencing or representing Colla te ra l,
(viii) to notify obligors  of Accounts  to make  payments  directly to Secured Pa rty, (ix) to
execute , de live r, file , record, amend, modify, extend, renew, res ta te , supplement, and
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te nnina te  a gre e me nts , docume nts , a nd ins tl'Lllne nts  include d in or re la ting to the
Colla te ra l (including, without limita tion, invoices , bills  of lading, and Documents), (x) to
re ce ive , e ndors e , a nd  co lle c t Accoun ts  (inc lud ing , withou t limita tion , che cks ,
Ins trume nts , a nd othe r orde rs  for the  pa yme nt of mone y ma de  pa ya ble  to Obligor or
re pre se nting a ny Colla te ra l), a nd to give  re ce ipts  a nd full or pa rtia l discha rge  for the
same, (xi) to obta in, rea lize  upon, and re lease  guaranties  and security for obliga tions of
third P e rsons  include d in the  Colla te ra l (including, without limita tion, the  Accounts ),
(xii) to obtain any insurance required under this Agreement, to pay the premiums for such
required insurance, to tile , prosecute , compromise , and se ttle  proofs of cla im under such
insurance , and to rece ive  insurance  proceeds  payable  to Secured Party a lone , (xiii) to
commence , appea r and pa rticipa te  in, prosecute , and tennina te  any lega l proceeding
re la ting to (A) the  Colla te ra l, (B) the  security inte res t granted he re in, (C) the  pe rfection
or priority of such security inte rest, or (D) the  rights  or remedies  of Secured Party under
the  Loan Documents  or the  law, (xiv) to compromise , conte s t, depos it a  bond or give
security in connection with, discharge, pay, purchase, or se ttle  any Lien or Encumbrance
(including, without limita tion, any Pe rmitted Exception), whe the r senior or junior to the
security inte res t granted he re in, (xv) to do a ll othe r acts  and things  tha t Secured Party
may, in its  absolute  and sole  discretion, detennine to be necessary or appropriate  to cony
out the purpose of the Loan Documents, as fully and completely as if Secured Party were
the  absolute  owner of the  Colla tera l, and (xvi) to pay from Secured Party's  own funds or
from proce e ds  of a dva nce s  of a ny una dva nce d portion of a ny Commitme nt, which
advances  Obligor he reby authorizes  Secured Party to make  for account of Obligor, a ll
re la ted costs , expenses, and fees (including, without limita tion, a ttorneys ' fees and costs
of legal proceedings) incurred by Secured Party, which costs, expenses, and fees, if paid
from Secured Party's funds, Obligor agrees to pay to Secured Party upon demand together
with inte re s t the re on a t the  De fa ult Ra te  from the  da te  incurre d until pa id in full. All
costs, expenses, and fees incurred by Secured Party shall be prima facie  evidence of the
necess ity the re for and the  reasonableness  the reof. Nothing in this  Agreement sha ll be
construed as requiring or obligating Secured Party to make any inquiry as to the nature or
sufficie ncy of a ny pa yme nt re ce ive d by Se cure d Pa rty, to pre se nt or ile  a ny cla im or
notice , .or to take  any other action with respect to the  Colla te ra l.

5.12.3 Obligor he re by a ppoints  S e cure d P a rty a s  Obligo1"s  a ttorne y-in-fa ct for the
purpose  of ca rrying out the  provis ions  of this  Agreement (including, without limita tion,
the  obliga tions  of Obligor). This  a ppointme nt is  couple d with  a n in te re s t a nd is
irrevocable . Without limiting the  generality of the  foregoing, Secured Party shall have the
powe r a s  a ttorne y-in-fa ct to do the  things  de scribe d in S e ction 5.12.2 a s  a nd whe n
provided in such section.

5.12.4 Nothing in this  Agre e me nt sha ll re lie ve  Obligor of a ny of its  obliga tions  unde r
any Loan Document or under any other agreement, document, or ins trument or in any
way limit the  rights  or remedies  of Secured Party.
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6. Events Of Default. Ea ch of the  following sha ll be  a n e ve nt of de fa ult ("Eve llt of De fa ult"):

6.1 Attachment, garnishment, levy of execution, or se izure  by lega l process  of any or a ll of the
Colla te ra l.

6.2 Any le ga l proce e ding or othe r a ction a ga ins t or a ffe cting a ny or a ll of the  Colla te ra l is
commenced (including, without limita tion, any pre judgment a ttachment or ga rnishment) and is
not quashegi, s tayed, or re leased within thirty (30) days.

6.3 Giving of notice  of a  sa le  under the  Uniform Commercia l Code  or any othe r action by any
P e rs on, othe r tha n S e cure d P a rty, to re a lize  upon a ny of the  Colla te ra l unde r a ny Lie n or
Encumbrance , regardless  of whether such Lien or Encumbrance  is  a  Permitted Exception and
regardless  of whether junior or senior to the  security inte res t granted here in.

6.4 Any Transfe r occurs .

6 .5  Any Lie n or Encumbra nce  on a ny or a ll of the  Colla te ra l, odde r tha n the  P e nnitte d
Exceptions , is  crea ted or exis ts , whe ther junior or senior to the  security inte res t he re in.

6.6 Any or a ll of the  Colla te ra l is  los t, s tole n, suffe rs  subs ta ntia l da ma ge  or de s truction, or
decline s  ma te ria lly in va lue .

6.7 Obligor abandons  any or a ll of the  Colla te ra l.

6.8 The  occurrence  of a  de fault or any event or condition tha t with notice , passage  of time , or
both would be  a  default i11 respect of any Permitted Exception.

6.9 The occurrence of a default or condition or event designated as a default, an event of default,
or an Event of Default in any other Loan Document or in any agreement, document, or
instrument relating to any other indebtedness of Obligor to Secured Party.

7 .  R ig h ts And Remedies  Of Secured Pa rtv. Upon occurrence  of an Event of Default, Secured
Party may, a t its  option, in its  absolute  and sole  discre tion and without demand or notice , do any or
a ll of the  following:

7.1 Acce le ra tion of Obliga tions. Declare  any or a ll oldie  Obliga tions to be  immedia te ly due  and
payable , whereupon such Obliga tions  sha ll be  immedia te ly due  and payable  within 30 days.

7.2 Possess ion and Other Actions  Concerning Colla te ra l. Eithe r in pe rson or by agent, with or
without bringing any action or legal proceeding, without regard to the adequacy omits security, or
by means of a  court appointed rece iver, ente r upon any premises  in which the  Colla te ra l or the
books and records relating to the Collateral are located and take sole and exclusive possession of
a ll or any part of the  Colla tera l, and take  any or a ll of the  actions described in Section 5 . l2.2. In
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the event Secured Party demands, or attempts to take possession of the Collateral in the exercise
of the  rights  under this  Agreement, Obligor sha ll promptly tum over and de live r possess ion of
the  Colla tera l to Secured Party. Secured Party may enter upon any premises upon which any of
the  Colla tera l or any books and records re la ting to the  Colla tera l are  located in order to exercise
Secured Party's  right to take  possess ion of the  Colla te ra l and may remove  the  Colla te ra l from
such premises or render the  Colla te ra l unusable .

7.3 Re ple vin. As  a  ma tte r of right a nd without notice  to Obligor or a nyone  cla iming unde r
Obligor, Secured Party sha ll be  entitled to orde rs  of replevin by a  court of any or a ll Colla te ra l
from time  to time .

7.4 Other Rights and Remedies. Exercise any and all other rights and remedies of Secured Party.
In this regard, Secured Party may, among any other rights and remedies, sell all 01' any part of the
Colla te ra l a t public or priva te  sa le  for cash, upon credit, in exchange  for othe r property, or for
future  de live ry a s  Secured Pa rty sha ll deem appropria te . As  to sa le  or othe r dispos ition of die
Colla te ra l, except as  to any of the  Colla te ra l tha t is  pe rishable , threa tens  to decline  speedily in
va lue , or is  of a  type  cus tomarily sold 011 a  recognized marke t a s  to which no notice  sha ll be
required, Secured Party will give  Obligor reasonable  notice  of the  time  and place  of any public
sa le  or of the  time afte r which any priva te  sa le  or any other intended disposition is  to be  made .
Obligor agrees that any such notice  shall be  sufficient if given a t least ten (10) days prior to such
sale  or other disposition. Secured Party may be a  purchaser a t any sale . Secured Party may pay
the  purcha s e  price  a t a ny s a le  by cre diting the  a mount of the  purcha s e  price  a ga ins t the
obliga tions .

8 .  Ap p lic a t io n Of P roce e ds . A11 Colla te ra l and a ll proceeds of Colla te ra l rece ived by Secured
P a rty, be fore  or a fte r a n Eve nt of De fa ult, will be  a pplie d by S e cure d P a rty to the  Obliga tions ,
whether or not due, in such order as Secured Party shall detennine in its absolute and sole discretion,
subj e t to any requirements of law. Any Colla teral and any balance of such proceeds remaining after
payment of the  Obligations in full will be  paid to Obligor, its  successors or assigns, or as the  law or a
court of competent jurisdiction may direct. Any proceeds of Colla teral in the  Tomi of a  check shall be
credited against the  Obliga tions only upon the  expira tion of such period of time after rece ipt thereof
by Secured Pa rty a s  Secured Pa rty de te rmines  is  rea sonably sufficient to a llow for clea rance  or
payment thereof. Any other proceeds of Colla tera l will be  credited against the  Obligations only upon
conversion into cash and receipt of such cash by Secured Party. Each such credit shall, however, be
conditiona l upon fina l payment to Secured Party of the  item giving rise  to such credit.

9. Provisions In Other Loan Documents Govern This Agreement. This Agreement is subject to
certain terms and provisions in the other Loan Documents, to which reference is made for a
statement of such terns and provisions.

10. Co u n te rp a rts . This  Agre e me nt ma y be  e xe cute d in counte rpa rts , a ll of which e xe cute d
counterparts shall together constitute  a  single document. Signature pages may be detached from the
counterparts  and a ttached to a  s ingle  copy of this  Agreement to form physica lly one  document.
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|

October 19, 2006

By
Na m Robert L. Prince
Title: President
"Obligor"

\

"re
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May 17, 2006

1'

Judy Navarrete
Water Infrastructure Financing Authority
1110 West Washington Street, Suite 290
Phoenix, Arizona 85007

Subj act: Loan Colla te ra l

Dea r Ms. Nava rre te :

P lease  find be low the  Parce l numbers  of the  physica l property tha t will se rve  as
the  colla te ra l for the  WIFA loan, P roject number DW 032-2006.

P ARCEL NUMBERS LOCATION & DIS CRIP TION

1. 501-52-001 F NW come r of Dysa rt Roa d & Gle nda le
Ave nue , Northe rn we ll.

2. 501-63-930 NW come r of 129"' Ave nue  & S a n Migue l,
La x We ll Ya rd & Boos te r S ta tion.

3. 501-57-046 B SE comer of Glendale Avenue &
Commissary Road, Glendale Well Yard &
Booster Station.

4. 501-56-038 B 12334 West Maryland Avenue, booster
station.

5. 501-56-010 V & 501-056-038 To the rear, north boundary, of 12540 West
Bethany Home Road, Bethany Hills West
well yard & booster station.

If there any questions, please call.

Re spe ctfully,

nr

Robert L. P rince



Valley Utilities Water Company
Proposed Debt Recovery Surcharge - Long-Temm Debt

Computation

L'

$

$

$
$
s
s

250,000
5.00%

20
6.798

1.62
11,010
15,000
4,359

30,389

$ 30,369

1,41a

AWWA
Meter
Flow

Factor
1.0
1.5
2.5
5.0
8.0

16.0
25.0
50.0
80.0

115.0
215.0

Equivalent
5/8 Inch Meters

191
1 ,148
1 ,008

30
384

80

Portion of 2006
Anticipated Growth Year-end Customers

13.47% 191
53.95% 765
28.42% 403
0.42% 6
3.39% 48
0.35% 5
0.00%
0.00%
0.00%
0.00%
0.00%

100.00% 1.418 2,840

2,840

100% $ 30,369

$ 10.69

$ 0.89

$
$
$
$
$
s
s
$
$
$
s

0.89 [10]
1.34 Scaled on 5/8 meter How
2.23 Scaled on 5/8 meter flow
4.45 Scaled on 5/8 meter flow
7.13 Scaled on 5/8 meter flow

14.25 Scaled on 5/8 meter flow
22.27 Scaled on 5/8 meter trow
44.54 Scaled on 5/8 meter flow
71.27 Scaled on 5/8 meter flow

102.45 Scaled on 5/8 meter flow
191 .53 Scaled on 5/8 meter How

Line

M
1 WIFA Loan Principle
2 Interest Rate (annual)'
3 Term (in years)
4 Annual Principle Payment [1]
s Tax Factor [2]
G Principle plus Taxes [1] X [2] = [3]
7 Annual Interest Payment [4]
a Debi Payment Reserve [512
9 Total Annual Debt Sewioe [3] + [4] + [5] = [6]
10
11
12 Total [6]
13
14 Number of Customers at YE 2006
15
15 Computation of Equivalent 5/B Inch Meters
17
18
19
20 Meter Size
21 5/B Inch
22 3/4 Inch
23 1 Inch
24 1 1/2 Inch
25 2 Inch
26 3 inch
27 4 Inch
28 6 Inch
29 8 Inch
30 10 Inch
31 12 Inch
32 Totals
33
34 Total Equivalent 5/8 Inch Meters [7]
35
36 Annual Costs Expected lo be Funded by Surcharge (Percent X [7] = [8])
37
38 Annual Surcharge for Equivalent alB Inch Metered Customer before tax (rounded down) ([8] l [7] = [9])
39
40 Monthly Surcharge for Equivalent 5/B Inch Metered Customer before tax (rounded down) ([9] / 12 = [10])
41
42 Proieded Debt Recovery Surcharge by Meter Size
43 Meter Size
44 5/8 Inch
45 3/4 Inch
46 1 Inch
47 1 1/2 Inch
48 2 Inch
49 s inch
50 4 Inch
51 6 Inch
52 8 Inch
53 10 Inch
54 12 Inch
55
56 Customer Monthlv Bill enact
57 5/5 Inch metered customer at average use of 9,264 gals.
58 3/4 Inch metered customer alaverage use of 10_243 gals.
58
59
60
61 1 Assumed to be 75 percent of prime rate (rounded). Current prime rate is e.z5%.
62 2 WIFA debt reserve requirement is to collect oneyears debt service over 5 years (60 months).

Current Mon, Bill
s 30.21
s 3B,15

Mon. Surcharge
s 0,89
S 1.34

Total Morl.BilI
$ 31 .10
s 39.49

% Increase
2.95%
3.50%

ATTACHMENT THREE



Valley Utilities Water Company
Proposed Debt Recovery Surcharge - Short-Term Debt

Computation
Line
No.

$
$

$

250,000
125,000

9.00%
11 ,250

$ 11,250

1,418

AW W A
Me te r
Flow

Factor
1.0
1.5
2.5
5.0
8.0

16.0
25.0
50.0
80.0

115.0
215.0

Equivalent
5/8 Inch Meters

191
1 , 148
1 ,008

30
384

80

Portion of 2006
Anticipated Growth Year-end Customers

13.47% 191
53.95% 765
28.42% 403

0.42% 6
3.39% 48
0.35% 5
0.00%
0.00%
0.00%
0.00%
0.00%

100.00% 1,418 2,840

2.840

100% $ 11,250

$ 3.95

$ 0.33

$
$
$
$
$
$
$
$
$
s
s

0 .33  m
0.50 Scaled on 5/8 meter flow
0.83 Scaled on 5/8 meter How
1.65 Scaled on 5/8 meter flow
2.64 Scaled on 5/8 meter flow
5.28 Scaled on 5/8 meter flow
8.25 Scaled on 5/8 meter flow

18.50 Scaled on 5/8 meter flow
26.40 Scaled on 5/8 meter tlow
37.95 Scaled on 5/8 meter How
70.95 Scaled on 5/8 meter How

1
2
3 Line of Credit
4 Average Annual Outstanding Balance of Line of Credit [1]
s Annual Interest Rate [2]
6 Projected Annual Interest Expense [1][ X [2] = [3]
7
8 Total annual amount to be recovered [3]

g
10 Number of Customers at YE 2006
11
12 Commutation of Equivalent 5/8 Inch Meters
13
14
15
16 Meter Size
17 5/8 Inch
18 3/4 Inch
19 1 Inch
20 1 1/2 Inch
21 2 Inch
22 3 inch
23 4 Inch
24 6 Inch
25 8 Inch
26 10 Inch
27 12 Inch
28 Totals

29
30 Total Equivalent 5/8 Inch Meters [4]
31
32 Annual Costs Expected to be Funded by Surcharge (Percent X [3] = [5])
33
34 Annual Surcharge for Equivalent 5/B Inch Metered Customer (rounded) ([5] I [4] = [6])
35
36 Monthly Surcharge for Equivalent 5/8 Inch Metered Customer (rounded) ([5]/ 12 = [7])
37
38 Protected Debt Recoverv Surcharge by Meter Size
39 Meter Size
40 5/8 inch
41 3/4 Inch
42 1 Inch
43 1 1/2 inch
44 2 inch
45 3 inch
46 4 inch
47 6 inch
48 B Inch
49 10 Inch
50 12 Inch
51
52 Customer Monthlv Bill Imnad
53 5/B Inch metered customer at average use of 9,264 gals.
54 3/4 Inch metered customer at average use of 10,243 gals.
54
55
56
57
58
59
GO
61

Current Mon. Bill
$ 30.21
$ 38,15

$
s

Mon. Surcharge
0.33
0.50

Total Mon.Bill
$ 30.54
$ 38.65

% Increase
1 .09%
1 .30%



VALLEY WATER UTILITIES COMPANY
DOCKET nos. W-01412A-07-0

DIRECT TESTIMONY
OF

ROBERT L. PRINCE

1

2

3

4

5

6

7

8

9

1 0

11

12

13

1 4

15

1 6

1 7

18

1 9

2 0

21

2 2

2 3

FILED
OCTOBER 1, 2007
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1 DIRECT TESTIMONY OF ROBERT L. PRINCE

2 Q. PLEASE STATE YOUR NAME, ADDRESS AND OCCUPATION.

3 A. My na me  is  Robe rt L. P rince . My bus ine s s  a ddre s s  is  6808 N. Dys a rt Roa d, S uite  112,

4 Glendale, Arizona 85307. I am President of Valley Water Utilities Company Inc.

5 Q. HAVE YOU P REVIOUS LY FILED TES TIMONY IN OTHER P ROCEEDINGS  ON

6 BEHALF OF THE APPLICANT, VALLEY WATER UTILITIES COMPANY

7 ("VALLEY" OR "COMPANY")?

8 A. Yes , I have .

9 Q. WILL YOU PLEASE STATE FOR THE RECORD THE SIZE AND LOCATION OF

10 THE COMP ANY'S  OP ERATIONS ?

11 A. Yes , Va lley was  firs t Ce rtifica ted in about 1960, and se rves  approxima te ly 1,400 primarily

12 residential customers in the Glendale area, just south and east of Luke Air Force Base.

13 Q . WILL YOU PLEASE EXPLAIN THE PURPOSE OF YOUR TESTIMONY IN THIS

14 DOCKET AND THE COMPANION EMERGENCY RATE CASE APPLICATION?

15 Ye s , we  ha ve  de s igne d a nd built our s ys te m to s e rve  our e xis ting cus tome rs  a nd

16 re a s ona ble  e xpe cta tions  of our growth, a nd towa rd tha t e nd ha ve  s e ve n we lls  de s igne d to

17

18

produce  1,725 rpm, with s lightly ove r one  million ga llons  of s tora ge , with the  re quis ite

boos te r fa cilitie s  a nd a pproxima te ly 133,000 fe e t of tra ns mis s ion ma ins . Howe ve r, we

19 re ce ntly ha ve  ha d a  ca ta s trophic fa ilure  of our la rge s t we ll a nd we  mus t imme dia te ly

20 replace that lost capacity to meet the summer 2008 demand of our customers. We are

21

22

re que s ting  the  Commis s ion 's  a s s is ta nce  in  obta in ing fina ncing a pprova ls  to  obta in

cons truction a nd long te rn funding of the  Ne w We ll. In the  compa nion Applica tion we

23 addre ss  the  clea r need an Emergency Surcha rge  to cove r the  inte re s t payments  until the

93055.00000.333
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1 ne w we ll ca n be  include d in our ra te  ba s e  a nd pe rma ne nt ra te s  e s ta blis he d to cove r its

2 cos ts . My purpos e  is  to e xpla in the  ca us e s  of the  e me rge ncy, propos e  a  s olution, a nd

3 request the  Commission's  assis tance  in tha t regard.

4 Q. YO U S AY YO UR  W E LLS  AR E  DE S IG NE D TO  P R O DUC E  1 ,7 2 5  G P M, HAS

5 THAT BEEN THE EXP ERIENCE?

6 A. No, a nd tha t is  the  ve ry se rious  proble m a t ha nd. On Augus t 24, 2007 numbe r 6 we ll,

7 our s uppos e d la rge s t produce r tota lly fa ile d. De s igne d to produce  425 rpm to me e t the

8 demand of a  new subdivis ion of 517 homes , the  we ll is  pre sently, and pe rmanently, out of

9 service.

10 Q. W ILL YO U P LE AS E  G IVE  THE  C O MMIS IO N A BR IE F  HIS TO R Y O F  THAT

11 WELL?

12 A. Va lle y Utilitie s  Wa te r Co.'s  numbe r 6 we ll, we ll re gis tra tion numbe r 55-580082, wa s

1 3 drille d, de ve lope d a nd te s te d by La yne  Chris te nse n Compa ny, a s  dire cte d by S outhwe s t

1 4 Ground-wa te r Consulta nts , Inc. (S GC) in Fe brua ry 2001. The  we ll wa s  a lso de s igne d by

1 5 SGC while  contracted by the  deve lope r, S ta rdus t Deve lopment, for tha t purpose . The  we ll

1 6 te s ts  took place over a  thre e  da y pe riod from Ma rch 21 through Ma rc h 23, 2001. In  the

1 7 well report from SGC, the  conclus ion was  tha t the  we ll would produce  the  needed amount

1 8 of wa te r to s e rve  the  Dre a ming S ummit subdivis ion, 450 a cre  fe e t pe r ye a r. As  pe rmitte d

1 9 by ADWR, the  we ll was  approved as  des igned with a  peaking capacity of 1,150 rpm, not to

20 exceed 450 AF pe r yea r. The  we ll was  placed in se rvice  Augus t 30, 2002. I have a ttached

2 1 the  ADWR Pe rmit No. S -580082 a nd the  ADWR Comple tion Re port a s Exh ib its  1 a nd 2,

22 re spective ly.

23 Q. HOW HAS  THAT WELL P ERFORMED?

93055,00000.333



1 The  we ll ope ra te d continuous ly from Augus t of 2002, me e ting de ma nds  of the  sys te m

2 a t tha t time . Howe ve r, the  summe r of 2003 re ve a le d a  re duction in the  production of the

3 numbe r 6 we ll during the  highe s t de ma nd months  of Ma y through Augus t. This  proble m

4 was discussed with S teve  Noel of SGC and the  thought was tha t the  submersible  pump tha t

5 wa s  ope ra ting ma y not ha ve  be e n sufficie nt to produce  the  de s ire d amount of wa te r a t a

6 grea te r than anticipa ted draw down of the  we ll during the  summer months . The  conclus ion

7 be ing tha t a  la rge r pump se t deepe r would produce  the  needed production during the  peak

8 demand times.

9 Q. WERE THERE OTHER P ROBLEMS ?

10 Ye s , in Ma rch of 2006, the  thrus t be a ring fa ile d in the  125 HP  s ubme rs ible  a nd the

11 pump wa s  pulle d. Va lle y contra cte d with Longmire  We ll Se rvice s  to vide o the  we ll to ha ve

12 a  vis ua l a ccount of the  we ll condition. The  vide o re ve a le d a  proble m with bio-fouling in

13 the  we ll tha t wa s  so ba d tha t the  condition of the  ca s ing could not be  de te rmine d. Va lle y

14 re vie we d the  vide o with Fra nk Ture k, ge ologis t for PBS&J  a s  we ll a s  Fre d Tre ga ske s  with

15 the  We be r Group  (a  fu ll s e rvice  wa te r we ll con tra c to r). A p la n  fo r c le a n in g  a n d

16 rehabilita tion was  deve loped and the  Webe r Group was  contracted to implement the  plan.

17 The  proce s s  wa s  to  phys ica lly cle a n  the  we ll with  a  nylon  brus h  in  conjunction  with

18 che mica lly cle a ning the  we ll with NSF a pprove d che la te d che mica ls , product bra nd na me

19 "We ll Cle a n". This  proce s s  re s ulte d in ma rgina l improve me nts , a s  de te rmine d by a n

20 "a fte r" vide o log of the  we ll a nd the  de cis ion wa s  ma de , with the advice of the  contra ctor

21 tha t no further a ttempts  a t remedia tion would be  made  a t this  time .

22 Q. DID S UP P LY IS S UES  REMAIN?

23
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1 Be ca us e  the  time  ha d a dva nce d to Ma y of 2006 a nd the  s ys te m wa te r de ma nd wa s

2 incre a s ing dra ma tica lly, it wa s  de cide d to pla ce  the  we ll ba ck in s e rvice . A 125 HP  US

3 ve rtica l hollows ha ft motor with  a n  8" Na tiona l MIOHC, 10 s ta ge  bowl a s s e mbly wa s

4 s e le cte d. This  motor a nd pump combina tion is  ca pa ble  of producing 600 rpm a t a  tota l

5 discha rge  he a d of 600 fe e t. The  turbine  pump wa s  ins ta lle d by the  We be r Group a nd the

6 we ll wa s  s ta rte d  in  J une  o f 2006 . Th e  p u mp  ra n  fo r 5  to  1 5  min u te s ,  p ro d u c in g

7 a pproxima te ly 700 rpm to wa s te , the n it broke  suction a nd ha d to be  shut down. A re s ta rt

8 was done  with a  throttled discha rge  to reduce  the  flow to approximate ly 400 rpm, the  re sult

9 was tha t the  pump ran longer to was te , but aga in broke  suction be fore  be ing clean enough

10 to go to the  sys tem. Although the  pump produced within the  pa ramete rs  of the  enginee ring

11 curves the we ll was  not producing the  required flow. We  a ttempted to re solve  this  problem

12 by us ing a  va ria ble  fre que ncy drive . The  pump wa s  s ta rte d a t a  lowe r fre que ncy, 45 Hz,

13 and ran a t the  s lower ra te  and was s lowly increased to a  susta inable  pumping ra te . Running

14 the  motor a t a  lowe r RP M ca us e d  the  pump to  produce  a t a  ra te  e qua l to  the  we lls

15 produc tion  ca pa b ility,  250  to  350  rpm. This  combina tion  of e quipme nt a nd  clos e

16 monitoring of the  dyna mic le ve l of the  we ll wa s  s ufficie nt to ge t through the  s umme r of

17 2006.

18 Q. DID YO U ATTE MP T A MO R E  P E R MANE NT F IX W HE N THE  S E AS O NAL

19 DEMANDS  DROP P ED?

20 A. Ye s , in Ma rch of 2007 it wa s  de cide d to re move  we ll numbe r 6 from se rvice , vide o the

21 we ll a ga in a nd the n to phys ica lly a nd che mica lly cle a n it a ga in. This  time  we  cons ulte d

22 with Mike  S chnie de rs , Hydrologis t, with  Wa te r S ys te ms  Engine e ring Inc., loca te d in

23 Otta wa , Ka nsa s . Mike  wa s  re comme nde d by Ga ry Gin who works  for the  City of Phoe nix.

A.
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1 Ga ry is  a  Hydrologis t in cha rge  of the  citie s  re cha rge  we lls  a mong othe r proje cts . Ga ry is

2 high ly re ga rde d  with  re s pe ct to  b io -fou le d  we lls  a nd  he  h igh ly re comme nde d  Mike

3 Schnie de rs  a s  the  pre e mine nt we ll re ha bilita tion hydrologis t in the  country, spe cia lizing in

4 bio-foule d we lls . Va lle y took wa te r s a mple s  pe r Wa te r S ys te ms  Inc. s pe cifica tions . Afte r

5 the  ana lys is  was  comple ted, recommenda tions  were  made  by Wate r Sys tems Inc. for wha t

6 we  hope d would be  the  la s t re ha b for the  numbe r 6 we ll. I ha ve  a tta che d tha t re port a s

7 Exh ib it 3.

S Q. DID YOU FOLLOW THEIR RECOMMENDATIONS ?

9 A. Afte r the  We be r Group imple me nte d the  pla n a nd the  cle a ning wa s  comple te , a  vide o

10 log was  aga in taken to de te rmine  the  success  or fa ilure  of the  e ffort. It was  discove red tha t

11 a lthough the  cle a ning, this  time , wa s  e xce ptiona l the re  we re  hole s  in the  wire  wra ppe d

1 2 cas ing and if not addressed would pre sent problems . If the se  hole s  were  not repa ired they

1 3 would be  a n ingre s s  pa th for the  gra ve l pa ck to e nte r the  we ll. The  hole s  a ppe a re d to be

1 4 corrosion caused as  a  function of the  bacte riologica l contamina tion and the  low carbon s tee l

1 5 ma ke  up of the  ca s ing. Aga in, Longmire  We ll Se rvice s  wa s  contra cte d to fa cilita te  re pa irs

16 and five  perfora ted pa tches  were  swaged to repa ir the  holes . Another video log showed tha t

17 die  pa tches  were  successful. The  pump was  re ins ta lled and the  we ll was  aga in re turned to

1 8 service  in June  of 2007.

19 Q. HOW DID THAT WORK?

20 A. The  we ll ope ra te d for 80 da ys  los ing production on a  we e kly ba s is . P roduction fe ll

2 1 from 350 rpm to  65  rpm ove r th is  pe riod  a nd  the  we ll wa s  re move d from s e rvice  on

22 August 24, 2007. The  pump was  inspected and found to be  comple te ly des troyed with little

23 of the  impe lle rs  inta ct. The  pump wa s  comple te ly fille d with filte r pa ck, sa nd a nd cla y s ilts
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1 indica ting a  fa ilure  of the  we ll ca s ing. The  vide o wa s  inconclus ive  due  to fill to a  le ve l of

2 657 fee t but the re  was  indica tion of corros ion and e ros ion in the  wire  screen tha t may have

3 a llowe d filte r pa ck a nd othe r ma te ria l to e nte r the  we ll ca us ing the  da ma ge  found in the

4 pump .

5 Q. BAS ED O N YO UR EXP ERIENCE AND THE ADVIC E OF YO UR

6 CONS ULTANTS . WHAT DID YOU CONCLUDE?

7 A. The  numbe r 6 we ll ha s  be e n tre a te d with the  be s t a va ila ble  te chnology in orde r to

8 rehabilita te  it and re turn it to useful se rvice . A11 a ttempts  have  fa iled and Valley now has  no

9 choice  but to drill a  ne w we ll to re pla ce  the  los t 450 a cre  fe e t of a nnua l wa te r production

10 re quire d for Va lle y to me e t the  curre nt de ma nd tha t come s  in the  hotte r months , April to

11 September.

12 Q. HAS  THE COMP ANY ATTEMP ED TO RES OLVE THIS  S UP P LY P ROBLEM IN

1 3 ANY OTHER WAY?

14 Ye s . We  ha ve  e nte re d into a  whole s a le  wa te r a gre e me nt for s upply from Litchfie ld

1 5 P a rk S e rvice  Compa ny (LP S CO), the  u tility imme dia te ly s ou th  of our s e rvice  a re a .

16 Howe ve r, LP S CO ha s  ha d its  own proble ms  a nd ha s  re ce ntly a s  Augus t 24, 2007 ha s

17 advised us  tha t they could not assis t a t this  time.

18 Q. ARE THERE OTHER ALTERNATIVES ?

19 A. We thought pe rhaps . I have  contacted the  City of Glenda le  representa tives  rega rding a

20 mutua l s upply a gre e me nt, but ha ve  be e n told in no unce rta in te rms  tha t the  City is  not

21 inte re s te d in such a n a rra nge me nt. One  pos itive  note  is  tha t we  we re  a wa rde d a  Ce ntra l

22 Arizona Project Subcontract for 250 acre-feet, enough to serve about 500 customers. That

23 S ubcontra ct is  be ing fina lize d pre s e ntly, but the  we t wa te r will not be  a va ila ble  until a

A.
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1 de live ry a nd tre a tme nt pla n is  ne gotia te d, de s igne d, fina nce d a nd cons tructe d, proba bly

2 seve ra l yea rs  away. The  New Well is  the  only viable  plan for summer 2008 supply.

3 IS  THE NEW WELL CRITICAL TO VALLEY AND YOUR CUS TOMERS ?

4 I can not s tress  s trongly enough, if Valley does  not deve lop a  water source  equa l to what

5 wa s  los t, Va lle y will e xpe rie nce  wa te r s horta ge s  tha t will cre a te  s e rious  public s a fe ty

6 concerns for a ll of the  customers  tha t we  serve  as  well as  extended outages with no water a t

7 time s . Eve n with a  tie  line  conne cte d to LP S CO, the  a va ila bility of tha t wa te r is  subje ct to

8 the ir sys tem needs  and we  have  been turned down three  times  a lready when we  reques ted

9 supplement water to augment what we were  able  to produce .

10 Q. WHAT IS  YOUR REQUES T OF THE COMMIS S ION?

11 A. Va lle y is  a t a  critica l juncture . We  mus t, s a y, mus t, ha ve  a  ne w we ll in s e rvice  byI

12 e a rly spring 2008. If we  do not, our s tora ge  ta nks  will go dry a nd we  will not be  a ble  to s e rve

13 ANY of our cus tomers . The  only way the  new we ll can be  cons tructed is  with WIFA funds  and

14 with a n inte rim comme rcia l cons truction loa n. To obta in a pprova l of tha t "bridge " loa n we

15 mus t ha ve  a  WIFA ta ke  out of tha t line  of cre dit. To obta in the  WIFA long te rm loa n we  mus t

16 have  an immedia te  surcharge  to cover inte res t cos ts  until a  pe rmanent ra te  case  can recognize

17 the  ne w we ll cos ts . The  s olution is  not e njoya ble  for a nyone , but it is  ve ry cle a r imme dia te

18 action by the  Commiss ion is  e ssentia l.

19 Q. WHAT S P ECIFICALLY IS  NEEDED?

20 A. We  need the  Commiss ion's  approva l of our proposed Line  of Credit of up to $250,000

21 (which would hope fully be  for le ss  than the  twe lve  months  during the  cons truction pe riod), and

22 in addition loan te rm approva l of a  WIFA loan to repay tha t Line  of Credit, and an Emergency

23 Surcha rge  to cove r inte re s t payments  to firs t the  bank a s  se t forth in Attachment Three  to the

93055.00000.333

A.

Q.



1 Emergency Rate Increase Application, and then to WIFA. When the new well comes on line

2 a nd we  ha ve  ope ra ting e xpe rie nce  with it, Va lle y would file  a  ple na ry ra te  a pplica tion to drop

3 the Surcharge and recover those costs in new permanent ra tes.

4 Q. DOES THAT COMPLETE YOUR DIRECT TESTIMONY?

5 A. Yes it does .

6

7

8

9

10

11

1 2

1 3

14

1 5

16

17

1 8

19

20

21

22

23

93055.00000.333
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VALLEY UTILITIES  WATER co.. INC.Compa ny Na me  (Bus ine s s Na me )

6808 N. DYSART ROAD. SUITE 112
(Stfggt)

. A 85307

Mailing Address

LE LE AZ
(Cily)(623) 935-1100 (stare)(623) 935-7321 (Zip)

(602) 672-9481
Fax No. (Include Area Code) Pager/Cell No. (Include Area Code)

A

Telephone No. (Include Area Code)

E  a i l address

Loca l Office  Mailing Address SAME AS ABOVE
(Street)

(Zip)(City) (State)

Local Office Telephone No. (Include Area Code) Fax No. (Include Area Code) Pager/Cell No. includeAreaCode)

AE  a i l address

Management Contact:

AZSARTR A Qin 112max

(Title)
ROBERT PRINCE

(Name)

GL ALE 85307

(Zip)(State)(Street)

{6')'2\ 914-1Mn

(City)

(so 935-732 I
I.

Pager/Cell No. (Include Area Code)Fax No. (Include Area Code)

A

Telephone No. (Include Area Code)

E  a i l address

AI Is AS ABOVESite Ana Er'
(Name)

(State)(Street) (any) (Zip)

Pager/Cell No. (Include Area Code)Telephone No. (Include Area Code) Fax No. (Include Area Code)

it Addrewp

CQMPANY INFORMATION

MANAGEMENT INFORMATION

[J Please mark this box if the above address(es) have changed or are updated since the last tiling.
2



IA Qe  t :S ta t to CHARD L S ALLOUIS T

I» A 85016A A ZBIL O CIRCLE #117O2525 F QTA

(Name)

pHoE1~nx
(Zip)(State)(c ity)(Street)

farm 224-9222
Fax No. (Include Area CodeTelephone No. Gnclude Area Code) Pager/Cell No. (Include Area Code)

I AA AA Itor e sS OVE

(Zip)(State)(CHY)(Street)

Telephone No, (Include Area Code) Pager/Cell No. (klclude Area Code)Fax No. (Include Area Code)

Check the following box that applies to your company:

X C Corporation (C) (Other than Association/Co-op)Sole Proprietor (S)

Partnership (P) Subchapter S Corporation (Z)

Association/Co-op (A)Bankruptcy (B)

Limited Liability Company

Ia

Receivership (R)

thee describe)

Ch e c k th e  b o x b e lo w fo r th e  c o u n ty/ie s  in  wh ic h  yo u  a re  c e rtific a te d  to  p ro vid e  s e rvic e :

COCONINOCOCHIS EAP ACHE

G ILA G R AHAM GREENLEE

MO HAVEX MAR IC O P ALA P AZ

P INALP IMANAVAJ O

YUMAS ANTA CRUZ YAVAP AI

STATEVVIDE

III Please mark this box if the above address(es) have changed or are updated since the last Blind.

OWNERSHIP INFORMATION

COUNTIES SERVED

3



COMPANY NAME
VALLEY UTILITIES WATER co ., INC.

Acct.

No. DESCRIPTION
Original

Cost (OC)

Accumulated

Depreciation

(AD)

O.C.L.D.
(OC le s s  AD)

301 Orga niza tion

302 Franchises

303 Land and Land Rights 44,196 44,196

304 Structures and Improvements 18,907 12,860 6,047

307 Wells  and Springs 1,095,291 302,349 792,942

311 P umping Equipme nt 336,173 206,128 130,045

320 Water Trea tment Equipment 19,258 1,969 17,289
330 Dis tribution Re se rvoirs  a nd

Standpipes 290,662 197,688 92,974

331 Tra nsmiss ion a nd Dis tribution Ma ins 2,552,353 1,170,280 1,382,073

333 Services 108,339 49,214 59,125

334 Mete rs  and Me te r Ins ta lla tions 394,008 126,176 267,832

335 Hydra nts 147,204 18,570 128,634

336 Ba ckflow P re ve ntion De vice s

339 Othe r P lant and Misc. Equipment 1,237 108 1,129

340 Office  Furniture  a nd Equipme nt 63,705 27,959 35,746

341 Tra nsporta tion Equipme nt 82,788 21,528 61,260

343 Tools , Shop and Garage  Equipment 29,533 13,911 15,622

344 La bora tory Equipme nt

345 P ower Opera ted Equipment 5,930 5,930 0

346 Communica tion Equipme nt

347 Misce lla ne ous  Equipme nt

348 Othe r Tangible  P lant

T O T ALS 5,189,584 2,154,670 3,034,914

UTILITY PLANT IN SERVICE

This amount goes on the  Ba lance  Shee t Acct. No. 108

4



EZOMPANY NAME
VALLEY UTILITIES  WATER co., INC.

Acct.

No. DESCRIPTION
Original
Cost (1)

Depreciation
Percentage (2)

Depreciation
Expense (1x2)

301 Organization

302 Franchises

303 Land and Land Rights 44,196

304 Structures and Improvements 18,907 3.33% 630

307 Wells  and Springs 1 ,095,291 3.33% 34,789

311 Pumping Equipment 336,173 12.50% 37,217

320 Water Trea tment Equipment 19,258 3.33% 620

330 Distribution Reservoirs and Standpipes 290,662 2.22% 6,442

331 Tra nsmiss ion a nd Dis tribution Ma ins 2,552,353 2.00% 50,993

333 Services 108,339 3.33% 3,460

334 Mete rs  and Me te r Ins ta lla tions 394,008 8.33% 31 ,023

335 Hydrants 147,204 2.00% 2,944

336 Backflow Prevention Devices

339 Other P lant and Misc. Equipment 1,237 6.67% 78

340 Office Furniture and Equipment 63,705 6.67% 3,891

341 Transportation Equipment 82,788 20.00% 13,584

343 Tools, Shop and Garage Equipment 29,533 5.00% 1,302

344 Laboratory Equipment

345 Power Operated Equipment 5,930 5.00% 0

346 Communication Equipment

347 Misce lla ne ous  Equipme nt

348 Other Tangible Plant

SUBTOTALS 5,189,584 186,973

Less: Amortization of Contributions 14,329
TOTALS 5,189,584 172,644

CALCULATION OF DEPRECIATION EXPENSE FOR CURRENT YEAR

This amount goes on Comparative Statement of Income and Expense Acct. No. 403 .
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I1ULLMANN
8.5 CQMP ANY p.c.
Car tiffed Public Accountants

To the  Boa rd of Directors  of
Va lley Utilitie s  Wa te r Co., Inc.
Glenda le , Arizona

We have compiled the balance sheet of Valley Utilities Water Co., Inc. (a
corporation) as of December 31, 2006 and 2005, and the comparative statement of
income and expense for the years then ended included in the accompanying
prescribed form in accordance with Statements on Standards for Accounting and
Review Services issued by the American Institute of Certified Public Accountants.

Our compilation was limited to presenting in the form prescribed by the Arizona
Corporation Commission information that is the representation of management.
We have not audited or reviewed the financial statements referred to above and,
accordingly, do not express an opinion or any other form of assurance on them.

These financial statements are presented in accordance with the requirements of
the Arizona Corporation Commission, which differ from generally accepted
accounting principles. Accordingly, these iinancid statements are not designed for
those who are not informed about such differences.

All other information contained in the accompanying prescribed form has not been
audited, reviewed, or compiled by us and, accordingly, we assume no responsibility
for that information .

- AS-¢»--\
ULLMANN & COMPANY, P.C.
Ce rtifie d Public Accounta nts

March 31, 2007

2400 East Arizona Biltmore Circle

Telephone: (602) 224-0166 l FAX: (602) 224~6062

Suite 1220 Phoenix, Arizona 85016

e-mail: CPA@ULLMANNCPA.com | www.ULLMANNCPA.com



COMPANY NAME
VALLEY UTILITIES  WATER c o ., INC.

Ac c t .

No .
ASSETS

BALANCE AT
BEGINNING OF

YEAR

BALANCE AT
END OF

YEAR

CURRENT AND ACCRUED AS S ETS

131 Cash $ 823,902 $ 947,115
134 Worldng Funds

135 Tempera Cash Inves tments

141 Cus tomer Accounts  Rece ivable 78,227 71,201
146 Notes /Rece ivables  from Associa ted Companies

151 P lant Ma te ria l and Supplie s 16,639 30,303

162 P re pa a nts

174 Misce llaneous  Current and Accrued Asse ts 55,767 46,972
T O T AL CURRE NT AND ACCRUE D AS S E TS

S 974,535 S 1,095,591

FIXED AS S ETS

101 Utility P la nt in S e rvice $ 4,904,248 $ 5,189,584
103 P ro ve He ld for Future  Us e 40,000 40,000

105 |
»Cons truction Work in P ro a s s 18,075 197,012

108 Accumula te d De pre cia tion - Utility P la nt 1,971,713 2,154,670

121 No n -Utili P rove

122 Accumula te d De pre cia tion - Non Utility

TOTAL FIXED AS S ETS $ 2,990,610 $ 3,271,926

T O T AL AS S E T S $ 3,965,145 s 4,367,517

B ALANC E  S HE E T

NOTE: The  As s e ts  on this  page  s hould be  equa l to Tota l Liabilitie s  and Capita l on the  following page .

See Accountants' Compilation Report
e



com1>Any NAME
VALLEY UTILITIES WATER co., INC.

Acct.

No.
LIABILITIES

BALANCE AT
BEGINNING

OF YEAR

BALANCE AT
END OF
YEAR

CURRENT LIABILITES
231 Accounts  P ayable $ 15,818 $ 16,329
232 Notes  P ayable  (Current P ortion) 7,958 11,590
234 Notes/Accounts Payable to Associated Companies

235 Customer Deposits 53,775 80,189
236 Accrued Taxes 21,559 44,513
237 Accrue d Inte re s t

241 Misce lla ne ous  Curre nt a nd Accrue d Lia bilitie s 5,421 7,198
TOTAL CURRENT LIABILITIES $ 104,531 s 159,819

LO NG -T E R M DE B T (Ove r 12  Months )

224 Long-Te rm Note s  a nd Bonds $ $ 28,237

DE F E R R E D C R E DIT S

251 Unamortized Premium on Debt

252 Adva nce s  in Aid of Cons truction 3,726,938 3,805,035

255 Accumulated Deferred Investment Tax Credits

271 Contributions in Aid of Construction 865,157 1,018,717
272 Less: Amortization of Contributions 257,238 271,566

281 Accumula ted Defe rred Income  Tax 30,689 29,820

TOTAL DEFERRED CREDITS $ 4,365,546 S 4,582,006

TOTAL LIABILITIES $ 4,470,077 $ 4,770,062

CAPITAL ACCOUNTS
201 Common Stock Issued s 110,000 $ 110,000

211 P a id in Capita l in Excess  of P a r Va lue 4,988 4,98s

215 Reta ined Earnings (619,920) (517,533)

218 1 Capita l (Sole  P rops and Partnerships)Propriety
TOTAL CAPITAL $ (504,932) $ (402,545)

TOTAL LIABILITIES  AND CAPITAL $ 3,965,145 $ 4,367,517

BALANCE SHEET

See Accountants' Compilation Report
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COMPANYNAME
VALLEY UTILITIES WATER co.,INC.

Ac c t.
No .

OPERATING REVENUES PRIOR YEAR CURRENT YEAR

461 Metered Water Revenue $ 883,022 $ 1,111,620

460 Unmetered Water Revenue

474 Other Water Revenues 38,959 114,795
TOTAL REVENUES $ 921,981 $ 1,226,415

OPERATING EXPENSES

601 Salaries and Wages $ 274,462 $ 337,921

610 Purchased Water 0 16,051
615 Purchased Power 119,368 132,562

618 Chemicals 6,303 10,208
620 Repairs and Maintenance 11,178 9,511
621 Office Supplies and Expense 33,045 22,512
630 Outside Services 11,829 31,520
635 Water Testing 3,782 9,538
641 Rents 74,770 92,058

650 Transpoxlation Expenses 26,726 19,203
657 Insurance - General Liability 19,343 29,052

659 Insurance - Health and Life 81,377 106,608
666 Regulato Commission Expense - Rate Case 1,903 12,199
675 Miscellaneous Expense 40,497 49,465

403 Depreciation Expense 191,094 172,644

408 Taxes Odder Than Income 21,844 26,105
408.11 Prove Taxes 31,157 35,5a~4»

409 Income Tax (587) 24,905

TOTAL OPERATING EXPENSES $ 948,091 $ 1,137,586

OTHER INCOME/EXPENSE
419 Interest and Dividend Income S 7,912 22,455$

421 Non-Utility Income 0 685

426 Miscellaneous Non-Utility Expenses 0 3,069

427 Interest Expense 1,423 6,513
TOTAL OTHER INCOME/EXP s 6,489 13,558$

NET INC O ME / a s s ) $ (19,621) $ 102,387

COMP ARATIVE S TATEMENT OF INCOME AND EXP ENS E

4.24

See Accountants' Compilation Report
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COMPANY NAME VALLEY UTILITIES WATER co ., inc .

LOAN #1 LOAN #2 LOAN #3 LOAN #4

Date Issued
01/05/2006

S ource  of Loa n

CHASE
BANK

ACC Decis ion No.

Reason for Loan
VEHICLE

PURCHASE

Dollar Amount Issued $35,309 $ $ $

Amount Outstanding $28,237 $ s s

Date of Maturity
2/19/2010

Interest Rate 7.99% % % %

Current Year Interest $2,460 $ $ $

Current Year Principle $7,072 $ s $

SUPPLEMENTAL FINANCIAL DATA
Long-Term Debt

Meter Deposit Ba lance  a t Test Year End

Meter Deposits  Refunded During the  Test Year

S 262,798

SE 43,208

/

9



COMP ANY NAME VALLEY UTILITIES  WATER c o .,  INC.

Name of System ADEQ Public Water System Number (if applicable)

ADWR ID
Nu mb e r*

P u m p
Ho rs e p o we r

Pump Yie ld

(rp m)

Casing

Depth

eet)

Casing

Diameter

(Inches)

Meter Size
(inches)

Year
Drille d

#1 55-639720 25 75 650 1 2 3 1942

#2 55-639721 30 125 650 1 0 3 1969

#3 55-639723 25 125 425 8 4 1965

#4 55-639722 25 125 800 1 2 4 1970

#5 55-503273 7g 7.f'0 850 20 6 1982

#6 55-580082 125 425 810 1 2 8 2001

Name or Description

Capacity
(rpm)

Gallons Purchased or Obtained

(in thousands)

BOOSTER PUMPS FIRE HYDRANTS

Hors e powe r Quantity Quantity Standard Quantity Other

15 4 1 2

20 2

40 6

50 2

S TORAGE TANKS P RES S URE TANKS

Capacity Quantity Capacity Quantity

100,000 3 5,000 2

200,000 1 7,500 1

560,000 1 10,000 1

WATER co1va >Any P LANT DES CRIP TION

WELLS

* Arizona Department of Water Resources Identification Number

OTHER WATER S OURCES

Note: Hy0u are jilingfor more than one system, please provide separate sheets for each system.
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COMPANY NAME VALLEY UTILITIES WATER co., INC.

Name of System ADEQ Public Water System Number (if applicable)

S ize  (in  in c h e s ) Quanti
5/8X% 1 9 1

3/4 765

1 403

1 1 / 2 6

2 4 8

Co m p .  3 5

Tu r b o  3

Comp. 4

Tu b o  4

Comp. 6

Tu b o  6

Size (in inches) Material Le n g t h  in  fe e t )

2

3

4 AC & PVC 10,000
5

6 AC&DIP 6 4 ,5 1 4

8 AC &DIP 50,010
1 0 DIP 2,952
1 2 AC&;DIP 5,925

WATER COMPANY PLANT DESCRIPTION (CONT]]qU]8]))

MAINS CUSTOMER METERS

For the following three items, list the utility owned assets in each category for each system.

TREATMENT EQUIPMENT:
1 - 3" Tablet Chlorinator
3 - 50 Gallon Liquid Chlorinator

S TR UC TUR E S  :

O T HE R :

Note: If you are/ilingfor more than one system, please provide separate sh eetsfor each system.

1 1



CQMPANY NAME: VALLEY UTILITIES WATER co., INC.
Name of System ADEQ Public Water System Number (if applicable)

MONTH/YEAR NUMBER OF
CUSTOMERS

GALLONS
S OLD

(Thousands )

GALLONS
PUMPED

thousands)

GALLONS
P UR C HAS ED

thousands )

JANUARY 1358 22,417 25,143

FEBRUARY 1383 19,655 20,240

MARCH 1395 19,078 19,975
APRIL 1403 30,089 31,376
MAY 1413 31,422 32,254

J UNE 1401 38,113 39,141
J ULY 1412 43,111 44,030
AUGUS T 1421 28,420 29,621
S EP TEMBER 1419 27,623 28,070

OCTOBER 1420 30,577 31,615
NQVEMBER 1417 24,406 25,635

DECEMBER 1418 18,713 19,514
346,614

WATER USE DATA SHEET BY MONTH FOR CALENDAR YEAR 2006

TOTALS >

What is the level of arsenic for each well on your system?
(If more than one well, please list each separately.)

.WELL #1 - 11.50 ppb_m g /l
WELL #2 - 12.50 ppb
WELL #3 - 6.8 ppb
WELL #4 - 12 ppb
WELL #5 - 13 ppb
WELL #6 - 11 ppb

If system has fire hydrants, what is the fire flow requirement? 1000 GPM for 2 hrs

If system has chlorination treatment, does this treatment system chlorinate continuously?
( X ) Yes (  ) No

Is the Water Utility located in an ADWR Active Management Area (AMA)?
( X ) Yes ( )  No

Does the Company have an ADWR Gallons Per Capita Per Day (GPCPD) requirement?
( ) Yes (X ) No

If yes, provide the GPCPD amount:

Note: If you are flingfor more than one system, please provide separate data sheetsfor each system.

1 2



COMPANY NAME VALLEY UTILITIES WATER co.. INC. YEAR ENDING 12/31/2006

PROPERTY TAXES

3_4.234Amount of Comal property taxes paid during Calendar Year 2006 was: $

Attach to this annual report proof (e .g. property tax bills stamped "paid in full" or copies of cancelled checks for
property tax payments) of any and all property taxes paid during the calendar year.

If no property taxes paid, explain why.

1 3



COUNTY OF (COUNTY NAME)
IA I » PA

I II Il F P ESI F, T
NAME (OWNER OR OFFICIAL) TITLE

I T  J  P

COMPANY NAME

V A L L E Y  U T I L I T I E S  W A T E R  c o . ,  I N C .

DAY

3 1

YEAR

2006

MONTH

1 2

co UNTY NA ME

mon'n-I .20_

VERIFICATION
AND

SWORN STATEMENT
Taxes

VERIFICATION

STATE OF ARIZONA

1, THE UNDERSIGNED

OFTHE

DO SAY THAT THIS ANNUAL UTILITY PROPERTY TAX AND SALES TAX REPORT TO THE
ARIZONA CORPORATION COMMISSION

FOR THE YEAR ENDING

HAS BEEN PREPARED UNDER MY DIRECTION, FROM THE ORIGINAL BOOKS,
PAPERS AND RECORDS OF SAID UTILITY; THAT I HAVE CAREFULLY
EXAMINED THE SAlV[E, AND DECLARE THE SAME TO BE A COMPLETE AND
CORRECT STATEMENT OF BUSINESS AND AFFAIRS OF SAID UTILITY FOR THE
PERIOD COVERED BY THIS REPORT IN RESPECT TO EACH AND EVERY
MATTER AND THING SET FORTH, TO THE BEST OF MY KNOWLEDGE,
INFORMATION AND BELIEF.

SWORN STATEMENT

I HEREBY ATTEST THAT ALL PROPERTY TAXES FOR SAID CONIPANY ARE CURRENT
AND PAID IN FULL.

I HEREBY ATTEST THAT ALL SALES TAXES FOR SAID CQMPANY ARE CURRENT AND
PAID IN FULL.

SIGNATURE OF OWNER OR OFFICIAL

TELEPHONE NUMBER

S U B S C R I B E D  A N D S W O R N  T O  B E F O R E  M E

A  N O T A R Y P U B L I C  I N  A N D  F O R  T H E  C O U N T Y  O F

T H I S D A Y O F

( S E A L )

M Y  C O M M I S S I O N  E X P I R ES
SIGNATURE OF NOTARY PUBLIC

1 4



YEAR ENDING 12/31/2006COMP ANY NAME VALLEY UTILITIES  WATER CO., INC.

INCOME TAXES

For this  reporting period, provide  the  following:

77.119
14.470,

Federal Taxable Income Reported
Estimated or Actual Federa l Tax Liability

162,302
11,304

State Taxable Income Reported
Estimated or Actual Sta te  Tax Liability

Amount of Grossed-Up Contributions/Advances:

0

Q
0

Amount of Contributions/Advances
Amount of Gross-Up Tax Collected
Total Grossed-Up Contributions/Advances

De cis ion No. 55774 s ta te s , in pa rt, tha t the  utility will re fund a ny e xce s s  gros s -up funds  colle cte d a t the  c los e
of the  ta x ye a r whe n ta x re turns  a re  com ple te d. P urs ua nt to  this  De cis ion, if gros s -up ta x re funds  a re  due  to
a ny P a ye r or if a ny gros s -up ta x re funds  ha ve  a lre a dy be e n m a de , a tta ch the  following inform a tion by P a ye r:
na m e  a nd a m ount of contribution/a dva nce , the  a m ount of gros s -up ta x colle cte d, the  a m ount of re fund due  to
e a ch Pa ye r, a nd the  da te  the  Utility e xpe cts  to ma ke  or ha s  ma de  the  re fund to the  Pa ye r.

CERTIFICATION

The  unde rs igne d hereby ce rtifie s  tha t the  Utility ha s  re funde d to P a ye rs  a ll gros s -up ta x re funds  re porte d in the
prior ye a r's  a nnua l re port. This  ce rtifica tion  is  to  be  s igne d  by the  P re s ide nt or Chie f Exe cutive  Office r, if a
c o rp o ra tio n ; th e  m a n a g in g  g e n e ra l p a rtn e r, if a  p a rtn e rs h ip ; th e  m a n a g in g  m e m b e r, if a  lim ite d  lia b ility
com pa ny or the  s ole  proprie tor, if a  s ole  proprie tors hip.

DATES IGNATURE

TITLEPRINTED NAME

I

\

15



I

county or (counTy NAME)

A I C P A
NAME (OWNER OR OFFICIAL) TITLE

ROBERT L. PRINCE,PRESIDENT
COMPANY NAME

VALLEY UTILITIES  WATER c o ., INC.

YEAR

2006

DAY

31

MONTH

12

Arizona Intrastate Gross Operating Revenues Only (S)

1.294.697$

COUNTY NAME

MONTH .20_

VERIFICATION
A N D

S W O R N S T AT E ME NT
Intras tate Revenues  Onlv

VE R IF IC ATIO N

S TATE OF ARIZONA

1, THE UNDERSIGNED

OFTHE

DO SAY THAT THIS ANNUAL UTILITY REPORT TO THE ARIZONA CORPORATION COMMISSION

FOR THE YEAR ENDING

HAS  B E E N P R E P AR E D UNDE R  MY DIR E C TIO N,  F R O M THE  O R IG INAL B O O KS ,
P AP E R S  AND R E C O R DS  O F  S AID UTILITY;  THAT I HAVE  C AR E F ULLY E XAMINE D
T HE  S AME ,  AND DE C LAR E  T HE  S ANIE  T O  B E  A C O MP LE T E  AND C O R R E C T
S TATE ME NT O F  B US INE S S  AND AF F AIR S  O F  S AID UTILITY F O R  THE  P E R IO D
COVERED BY THIS  REP ORT IN RES P ECT TO EACH AND EVERY MATTER AND THING
S ET FORTH, TO THE BES T OF MY KNOWLEDGE, INFORMATION AND BELIEF.

S WORN S TATEMENT

IN ACCORDANCE WITH THE REQUIREMENT OF TITLE 40 , ARTICLE 8 , S ECTION 40-
4 0 1 ,  ARIZO NA RE VIS E D S TATUTE S ,  IT IS  HE RE IN RE P O RTE D THAT THE  G RO S S
O P E R ATING  R E VE NUE  O F  S AID UTILITY DE R IVE D F R O M ARIZO NA INTRAS TATE
UTILITY OP ERATIONS  DURING CALENDAR YEAR 2006 WAS :

(THE AMOUNT IN BOX ABOVE
LNCLUDESs  m g ;
IN SALES TAXES BILLED, OR COLLECTED)

"REVENUE REPORTED ON THIS PAGE MUST
INCLUDE SALES TAXES BILLED OR
COLLECTED. 11= FOR ANY OTHER REASON,
THE REVENUE REPORTED ABOVE DOES NOT
AGREE WITH TOTAL OPERATING REVENUES
ELSEWHERE REPORTED, ATTACH THOSE
STATEMENTS THAT RECQNCILE THE
DIFFERENCE. (EXPLAIN IN DETAIL)

SIGNATURE OF OWNER OR OFFICIAL

TELEPHONE NUMBER

SUBSCRIBED AND SWORN TO BEFORE ME

A NOTARY PUBLIC IN AND FOR THE COUNTY OF

THIS DAY OF

(SEAL)

MY coMm ls s lon EXP IRES
SIGNATURE OF NOTARY P UBLIC

1 6



MARICOPACOONTY OF (COUNTY NAME)

ROBERT L PRINCENAME (OWNER OR OFFICIAL) TITLE PREgN,ENT

COMPANY NAME VALLEY tmLmEs WATER co., INC.

MONTH
12

YEAR
2006

DAY
31

ARIZONA INTRASTATE GROSS OPERATING REVENUES

$ 859.155

NOTARY PUBLIc NAME

COUNTY NAME

MONTH .20__

I 1

VERIFICATION
AND

SWORN STATEMENT
RESIDENTIAL REVENUE

Intrastate Revenues Onlv
VERIFICATION

STATE OF ARIZONA

L THE UNDERSIGNED

OF THE

DO SAY THAT THIS ANNUAL UTILITY REPORT TO THE ARIZONA CORPORATION co1v1M1ssI0n

FOR THE YEAR ENDING

HAS BEEN PREPARED UNDER MY DIRECTION, FROM THE ORIGINAL BOOKS, PAPERS AND
RECORDS OF SAID UTILITY; THAT I HAVE CAREFULLY EXAMINED THE SAME, AND DECLARE
THE SAME TO BE A COMPLETE AND CORRECT STATEMENT OF BUSINESS AND AFFAIRS OF SAID
UTILITY FOR THE PERIOD COVERED BY THIS REPORT IN RESPECT TO EACH AND EVERY
MATTER AND THING SET FORTH, TO THE BEST OF MY KNOWLEDGE, INFORMATION AND
BELIEF.

SWORN STATEMENT

IN ACCORDANCE WITH THE REQUIREMENTS OF TITLE 40, ARTICLE 8, SECTION 40-401.01,
ARIZONA REVISED STATUTES, IT IS HEREIN REPORTED THAT THE GROSS OPERATING
REVENUE OF sAiD UTILITY DERIVED FROM ARIZONA INTRASTATE UTILITY OPERATIONS
RECEIVED FROM RESIDENTIAL CUSTOMERS DURING CALENDAR YEAR 2006 WAS:

THE AMOUNT IN BOX AT LEFT
INCLUDES s 45.312
IN SALES TAXES BILLED, OR COLLECTED)

*RESIDENTIAL REVENUE REPORTED ON THIS PAGE
MUST INCLUDE SALES TAXES BILLED.

SIGNATURE OF OWNER OR OFFICIAL

TELEPHONENU'l\8ER

SUBSCRIBED AND SWORN TO BEFORE ME

A NOTARY PUBLIC IN AND FOR THE COUNTY OF

THIS DAY OF

X
(SEAL)

MY COMMISSION EXP1RES SIG-NATURE OF NOTARY PUBLIC

1 7



PRIMARY
LITCHr1ELD ELEMENTARY
AGUA FRIA HIGH SCHOOL
GENERAL COUNTY FUND
COMMUNITY COLLEGE DIST.
EDUCATION EQUALIZATION

SECONDARY

DES

FLOOD CONTROL DF MARICOPA COUNTY
CENTRAL ARIZONA WATER CONSV. DIST.
FIRE DISTRICT ASSISTANCE
COUNTY LIBRARY
COUNTY HEALTHCARE DISTRICT
*BONDS**
COUNTY
CITY
SCHOOLS
COMMUNITY COLLEGE

sauce. D ST"ICT o ER"
SUBTOTAL-

DISTRICT #SPECIAL DISTRI0T

30002WEST MEC

PAID ow 3 U 2005
8444489 M/7,344.w

CONTACT # .Asm/1pAnA1vve RATE/ 100 2006 AMT DUE
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33
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2

L
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I
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I

I

I

I

I

I.
I

I
4 8 3 . 2 6I

I
I

II

II

I; :..341 aa.- 14i..
TOTAL FOR 2005 34596  .  38

SECOND HALF $17 348 19

MARICOPA COUN
T R E A S U R E R

DAVID SCHWEIKERT, TREASURER
301 W  JEFFERSON ST - RM 100

PHOENIX, AZ 85003--2199

TD UPDATE YOUR MAILING ADDRESS
please go Io:

h t t p : / / t r eas u r e r .m ar l c oD a.¢ l ov

*Property address is provided by the Maricopa County Assessor's Office.

Primarv (limited) Assessed Value 365,520

SE

u

1r§¥a§li3i§%

ll
1562 1 7 2 4 * * * * * * * * * A U T O * * 5 - D I G I T
V ALLE Y  U T IL IT IE S  W ATE R  c o  IN C
12540 w  BETHANY HOME RD
LITC H FIE LD  P AR K ,  AZ 8 5 3 4 0 - 9 3 0 3

PROPERTY DESCRIPTION

Secondarv Assessed Value 366.520

TWN/BLK

r A u L : L / A u u v u w  I  ' T F o c o - a  I  ' U U U ' I

s ws

PMBERTM

nvzir, IEABLE

8 5 3 4 0

SIGn UP FOR "PARCEL WATCH"
and receive an e-mail reminder for
second half payments.
http://treasurer.maricopa.gov

$25.00 CHARGE IF CHECK
FAILS TO CLEAR BANK.

YOUR CHECK IS YOUR RECEIPT.

Tax Area  Coda

MARICOPA COUNTY
2005 PROPERTY TAX

STATEMENT

(s0s4sa : PRTCNTL)

T90D00

DETACH AND RETURN WITH PAYMENT

PARCEL/ACCOUNT# 528-57-900-1

PRINT THE ABOVE PARCEL / ACCOUNT
NUMBER ON YOUR CHECK

2006 SECOND HALF PAYMENT STUB
DUE MARCH 1, 2007

DELINQUENT AFTER MAY 1, 2007 MAKE CHECK PAYABLE TO: U.S. FUNDS ONLY

V AL L E Y  U T I L I T I E S  W AT E R  C O  I N C Maricopa County Treasurer
P o Box 52133
Phoenix, AZ 85072-2133MAKE CHANGES TO MAILING ADDRESS BELOW

OR GO TO hitp://treasurer.maricopa.gov

PLEASE FIEMEMBER YOUR SECOND HALF PAYMENT IS DUE IN MARCH
AND THAT NO ADDITIONAL NOTIFICATION IS SENT.

I

Pm

Dl=000D000E|E| ]DD3"-IE9I=38E|UOl'?3'48l9l=E85?90DODl3



CONTACT # RATE/ 700
\g .. .

nwla@§1§iw@ :w
" l l 2005 AMTDUE

PRIMARY
LITCHFIELD
AGUA FRIA
GENERAL CO
COMMUNITY
EDUCATION

ELEMENTARY
HIGH SCHOOL
UNTY FUND
COLLEGE DIST.
EQUALIZATION

SBBTDTAL
SECONDARY
FLOOD CONTROL DF MARICOPA COUNTY
CENTRAL ARIZDNA WATER CONSV. DIST.
FIRE DISTRICT ASSISTANCE
COUNTY LIBRARY
COUNTY HEALTHCARE DISTRICT
*BONDS**

COUNTY
CITY
SCHOOLS
COMMUNITY COLLEGE

SCHOOL DISTRICT DVFPRIDES
sasxnmm;,

SPECIAL DISTRICT DISTRICT #
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28530

L

LITCHFIELD PARK # 2
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122.14
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I
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*6'24..I28 TOTAL FOR 2005 sos. as

SECOND HALF $ 3 1 8  4 3

MARICOPA COUN
T R E A S U R E R

DAVID SCHWEIKERT, TREASURER
301 W JEFFERSON ST - RM 100

PHOENIX, AZ 85003-2199
TO UPDATE YOUR MAILING ADDRESS

please goto:
http://treasurer.marlcoDa.gov

Lr \... ,...

WTAL VALUE

Pnbibeti 3 al&lsili€:e§3

SEC/L

I:

38= :-::

PROPERTY DESCRIPTION
TWN/B LK

BP

r A u l : L / A u u v u w I ' O F  D 4 0 - u I  ' U U I - o

s *f

I N PRGEERT¥

RNG/TR

AVAI ABE

MARICOPA COUNTY
2005 PROPERW TAX

STATEMENT

I
1552 1724 *$*******AUTO**5-DIGIT
VALLEY UTILITIES WATER CD INC
12540 w BETHANY HOME RD
LITCHFIELD PARK, AZ 85340-9303

85340

SIGN UP FOR "PARCEL WATCH"
and receive an e-mail reminder for
second half payments.
http:l/treasurer.maricopa.gov

$25.00 CHARGE IF CHECK
FAILS TO CLEAR BANK.
YOUR CHECR IS YOUR RECEIPT.

Primary (limited) Assessed Value 5,370 Secondarv Assessed Value 6.370 Tax Area Code: 790001

'Property address Is provided by the Maricopa County Assessor's Office.
(505494 = PRTCNTL)

DETACH AND RETURN WITH PAYMENT

PARCEUACCOUNT# 628-57-901 -8

PRINT THE ABOVE PARCEL / ACCOUNT
NUMBER ON YOUR CHECK

2005 SECOND HALF PAYMENT STUB
DUE MARCH 1, 2007

DELINQUENT AFTER MAY 1, 2007 MAKE CHECK PAYABLE TO:
U.S. FUNDS ONLY

VALLEY UTILITIES WATER CO INC Maricopa County Treasurer
P o Box 52133
Phoenix, AZ 85072-2133MAKE CHANGES TO MAILING ADDRESS BELOW

OR GO TO http://treasurer.maricopa gov

PLEASE FIEMEMBEH YOUFI SECOND HALF PAYMENT IS DUE IN MARCH
AND THAT NO ADDITIONAL NOTIFICATION IS SENT,

L

DBDEIDDDUDUECIO00E|b3h8{=0DU003l8 L|3bE8579U1DD8l
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MARICOPA COUNTY
TREASURER

DAVID SCHWEIKERT, TREASURER
301 w JEFFERSON ST ._ RM 100

I=SD000L»9593935SbD000]0E55ILElOUDODEDD]DI]l::IU]9IJ

PHOENIX, AZ 85003-2199

Your total tax~biII is one hundred dollars ($100.00)

before November 1,
or less and must be

a=nTAL VALUE

SEC/LOT
PROPERTY DESCRIPTION

PARCEL ACCOUNT# 628-58-900-5

paid
2005.

NE PRaPE

in full on
ARS 42-18052-C

RT

or

MARICOPA COUNTY
2006 PROPERTY TAX

STATEMENT

TO UPDATE YOUR MAILING ADDRESS
please go to:

http://treasurer.marlcopa.qov
II

1862 1724 x*******=rAUTD**5-DIGIT 85340
VALLEY UTILITIES WATER CD INC
12540 w BETHANY HOME RD
LITCHFIELD PARK, AZ 85340-9303

SIGN UP FOFI"PARCEL WATCH"
and receive an e~mall remader Mr
second half payments.
http~//treasurer.marlcopa.gov

$25.00 CHARGE IF CHECK
FAlLS TO CLEAR BANK.

YOUR CHECK IS YOUFI RECEIPT.

Prlmarv (limited) Assessed Value 980 Secondarv Assessed Value 9B0 Tax Area Code' 890000

(505496 = PRTCNTL)
'Property address is provided by the Maricopa County Assessor's Office.
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69./27/2807

I, the undersigned, being the Seciwaaryo f Valley Utilities Water comp _ Inc, do
hereby certify the foregoing to be duly adopted resolutions of the Corporauiori'sBoard of
Directors asadopted at a SpecialMeeting of the Directors held on September Q4, 2004.

s w w a w

18241 6239357321

CERHFICATE 0F SECRETARY
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VALLEY UT1Lm1§s WATER COMPANY, INC.

RESOLUTION OF THE BOARD OF DIRECTORS
E
I
I

l
i
I

I

E

i
I
I

I
I

I
1 4
g

Septum ber 24, 2007
l
i

i

t I
The .President reported on the need to construct a replacement wed four Well # 6,

which wel l has totally failed, the construction loan and long-terM fin n i ne  o f  t hose
replacement facilities, and the need for aN Arizona Corporation o m i ss i o n  ( t h e
"Colmnissiori") Order authorizing that financing and to establish rates tO szlupport that
Financing and plant. Discussion of those mattes ensued. 1

' (

g
F
I
l
4

l
r

Themeafta, upon motion duly made, seéonciedand unanimously it was:
_ I

I
1

RESOLVED, that the Board hereby authorizes the officers of the Go oration to
file App1ication(s) with a commercial bank or Ander and the Water Infrasru re Finance
Authority of An'zona (WIFA) for a loan(s) at terms favorable to the Coxtporatnon for the
purpose of finding construction and long-ruin financing of a new PfQ4v<#ti well and
appurtenant facilities, and .I

FURTHER RESOLVED, mat the BOard 1==f==»by authorizes o , of the
Corporation to seek short-texmconsmzction financing firm a comnmerdd bank or lender
through a Lne of Credit, or other dnnilar media facility, in an amount .Giotto exceed
$250,000 for the purpose of constructing the Plant and equipment in Exhibit A
hereto, and

FURTHER RESOLVED, that the BOard hereby authorizes the offs ere of the
Corporation to seek long term 'financing from WIFA in an amount not to exceed $250,000
For the purpose of repayment of the above referenced Line of Credit and they long term
iimding of the plant and equipment described in Exhibit A hereto, and

FURTHER RESOLVED, that the Board. hereby authorizes the of ii s of the
Corporation to file an application with the Commission for authority toissqe Promissory
Note(s) and evidence of indebtedness upon the terms and coNditions hereinbelow
mentioned, aNd the Filing of any and all amendments and supplements to said application,
and

s f

I I

t

1

I

I
I

1FURTHER RESOLVED, that the Board hereby authorized the Oiiirers of the
Corporation to file an Application with the Commission For an emergency rat'e increase
seeking authority to increase its rates and charges by way of a surcharge en its customers
monthly statements swl'l'iciem to recover the CorporatioNs interest and related expenses
associated with the above i;inanclmg, such surcharge to be in effect until sue time the
Commission can establish a reasonable rate of rermrn on the rate base addmpons associated

amen ants and

1
F

with the new well can be duly Vecovered, and the Eljng of any and all '
supplements tO said application, and I
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FURTHER RESOLVED, that the Board .hereby authorized tl19lofli of the
Corpomtiontoiile anApplicationwitlmtheqomunnlissictnfora . '
sed»n1`ngaurtl1no1'ityto increaseitsratesandduujespwowidinglecovuryoft
operantingewcpcnsesand a|easonabkm»eofmtnn1nontl1eCor~po o
including the rate base additions | .
Mnrgixns to obntiMe operation of the Compo ' and provide a
Corporation, ameancimem
and

1

Ra e increase
Co oration's

oNs rate base,
associated .the new well , or suf f icient Operating

o : . p f i t  to the
and the filing of any and all amendments and supplements to éaiu application,
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I
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FURn1E.RnEsoLvEn,m=u¢p¢nn<=a~ang¢h¢t¢quisi¢4 city from
the Commission, and subject to other' legal the CorponaltiOn all issue
Promissory Note(s) and such of the Line of Credit anti long-reéwi ebtedness
forupto$250,000undate1'msandcoaldiliomlsad'v1amts1geoustotl1e 5 i on for the
purpose otlfunding certain plant and equipment additiovns, as herldmabove Gt and

FoIm-1lannEso1.vB1:>,umahepmpierneiwsofmecofpomwnmiqnbé.andennh
of them h°l*éb5ris» =»»n=¢ra»=at°aamtr4°ma»¢.yn°¢.(=)maoanerrtivmw of
indebmednessinpon reodptbytheClorpo|wnionOftheiixllpmchaseprieeqrl | proceeds
therefore,allinthemaamerahdinthetemisaluldconditio~ pmovidedinthe above-
ma1tionednesolutions,and

I

i

2 I
FURTHER RESOLVED, that the proper of'Ecers of the Corporation b and each

o f them hereby is, authorized, iN the name Ami on behalf of the Corporation, to conduct
any and all negotiations, to make any and all arrangements, do and perform any and all
acts and things and to execute and deliver any and all oi1iea"s certificates and other
documents and instruments as they deem necessary or appropriate in .order to consummate
the issuance and otherwise to effectuate the Pfwrposes of each and all of foregoing
resolutions.
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Me te r  S ize Mo n th ly Surcharge
During S hort Te rm Loa n During Long Te nn Loa n

5/8 inch $0.33 $0.89
% inch $0.50 $1.34
1 Inch $0.83 $2.23

1 % inch $1.65 $4.45
2 inch $2.64 $7.13
3 inch $5.28 $14.25
4 inch $8.25 $22.27
6 inch $16.50 $44.54
8 inch $26.40 $71.27

10 inch $37.95 $102.45
12 inch $70.95 $191.53

P UB LIC  NO TIC E
O F

AN AP P LIC ATIO N F O R  AN O R DE R  AUTHO R IZING
THE  IS S UANCE  OF P ROMM1 S ORY NOTE S  AND OTHE R E VIDE NCE  OF

INDEBTEDNES S
AND

AN E ME RG E NCY INCRE AS E  IN IT RATE S  BY A S URCHARG E
F O R

VALLE Y UTILITIE S  WATE R  C O MP ANY INC .

Va lle y Utilitie s  Wa te r Compa ny, Inc . (Applica nt) ha s  file d a n Applica tion with
the  Arizona  Corpora tion Commis s ion (Commis s ion) for a n orde r a uthorizing Applica nt
to is s ue  a  tota l of $250,000 in s hort te rm a nd long te m de bt for the  purpos e  of drilling a
re pla ce me nt we ll for a  fa ile d we ll. The  Applica nt ha s  a ls o re que s te d a pprova l of a  two-
s tep S urcha rge  neces s a ry to s upport thos e  loans  a s  follows  :

The  Applica tioNs  a re  a va ila ble  for ins pe ction during re gula r bus ine s s  hours  a t the
office s  of the  Commis s ion in P hoe nix, Arizona , a nd Applica nt's  office s  a t 6880 N. Dys a rt
Roa d, S uite  112 Gle nda le , Arizona  85307.

Inte rve ntion in the  Commis s ion 's  proce e dings  on the  Fina ncing Applica tion s ha ll
be  pe rmitte d  to  a ny pe rs on e ntitle d  by la w to  in te rve ne  a nd ha ving a  d ire c t s ubs ta ntia l
inte re s t in  this  ma tte r. P e rs ons  de s iring to inte rve ne  mus t file  a  Motion to Inte rve ne  with
the  Commis s ion  whic h  mus t be  s e rve d  upon  the  App lic a n t a nd  whic h , a t a  min imum,
s ha ll conta in the  following informa tion:

1. The  na me , a ddre s s  a nd te le phone  of the  propos e d inte rve nor a nd of a ny pe rs on
u p o n  wh o m  s e rv ic e  o f d o c u m e n ts  is  to  b e  m a d e  if d iffe re n t  th a n  th e
inte rve nor.

2. A s hort s ta te me nt of the  propos e d inte rve nor's  inte re s t in the  proce e dings .

93055-00000.331 ATTACHMENT NINE



3. Whe the r the  propose d inte rve nor de s ire s  a  forma l e vide ntia ry he a ring on the
Applica tion and the  reasons for such a  hearing.

to Applica nt.

The  gra nting of Motions  to Inte rve ne  s ha ll be  gove rne d by A.A.C. R14-3-105,
e xce pt tha t a ll Motions  to Inte rve ne  mus t be  file d on, or be fore , the  15**' da y a fte r this
notice .

If you  ha ve  a ny que s tions  o r conce rns  a bou t th is  a pp lica tion  o f ha ve  a ny
obje ctions  to its  a pprova l, or wish to ma ke  a  s ta te me nt in support of it, you ma y conta ct
the  Consumer Se rvice s  Section of the  Commiss ion a t 1200 Wes t Washington, Phoenix,
Arizona  85007 or ca ll 1-800-222-7000.


